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Evolve  your  telephony 
with  software  and  leave 
the  PBX  in  place. 


Transition  to  VoIP  with  innovative 
software  from  Microsoft.  Software  that 
integrates  with  Windows  Server  Active 
Directory5  services,  Microsoft  Office, 
and  Microsoft  Exchange  Server.  Keep 
your  existing  PBX  hardware  and  still  get 
new  voice  capabilities  like  drag-and-drop 
conferencing,  anywhere  access,  and 
dick-to-call  functionality  from  familiar 
desktop  applications. 

A  software- powered  VoIP 
solution,  based  on  Microsoft  Office 
Communications  Server  2007,  helps  you 
increase  the  productivity  and  flexibility  of 
your  workforce — especially  your  mobile 
users.  Change  the  way  you  communicate 
without  switching  your  switch.  Learn 
more  at  microsoft.com/voip 
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shape — flexing  their  lean,  capacity-saving  muscles  with  3PAR  Utility 
Storage  and  3PAR  Thin  Provisioning! 

Visit  www.3PAR.com/thinkthin  and  weigh  in  using  the  Think  Thin 
Storage  Calculator. 
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Jan  Bertsch,  SVP  of 

Chrysler,  is  outsourcing 
maintenance  and  applications 
development  to  cut  costs  and 
expand  the  IT  department’s 
global  reach. 
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private-equity  ownership  drives  IT  to  slash  costs  through 
outsourcing  and  retool  to  compete  globally. 
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be  even  more  productive.  That's  alternative  thinking  about  printing. 
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Things  Change 

CIOs  need  to  position  IT  for  both  action  and  reaction 

When  private-equity  firm  Cerberus  Capital 
Management  bought  a  majority  stake  in  Chrysler 
a  little  over  a  year  ago,  it  knew  it  had  to  make  some 
radical  changes— that’s  what  private-equity  firms 
do.  Its  plans  called  for  the  automaker  to  be  back  to 
profitability  by  2009.  Then  things  changed,  and 
as  Senior  Editor  Stephanie  Overby  writes  in  “Sav¬ 
ing  Chrysler,”  on  Page  26,  “Cerberus  and  Chrysler 
executives  have  since  abandoned”  the  idea  that 
the  company  will  be  profitable  by  2009. 

Chrysler’s  challenge  was  daunting.  A  primarily  domestic,  relatively  low-tech 
company  in  a  global,  high-tech  world,  executives  knew  they  had  to  shrink  the  busi¬ 
ness  in  order  to  free  up  enough  capital  to  realign  it  to  new  market  realities.  “At  the 
heart  of  Chrysler’s  transformation,”  Overby  writes,  “is  its  information  technology 
organization,  which  itself  must  not  only  shrink  in  size  and  get  fiscally  focused,  but 
support  the  more  agile  and  global  Chrysler  of  the  future.” 

Shrinking  means  outsourcing,  and  Chrysler  has  entered  into  a  couple  of  major 
deals.  On  the  inside,  IT  must  restructure  to  support  the  outsourced  environment 
and  align  more  closely  with  the  business,  says  Jan  Bertsch,  senior  vice  president, 
treasurer  and  CIO  at  Chrysler.  “To  move  from  order  taker  to  innovation  partner... 
requires  a  change  in  thinking,  a  shift  in  focus  and,  in  some  cases,  skills.” 

The  company  was  able  to  rip  the  Band-Aid  off  quickly  in  moving  the  infra¬ 
structure  work  out  to  outsourcer  CSC,  but  application  work  is  taking  longer  to 
transition,  and  that’s  having  an  impact  on  morale.  “I  knew  we  had  to  consider  a  lot 
of  options  as  we  decided  how  to  react  to  this  challenge  and  transform  our  company 
and  the  IT  organization,”  says  Bertsch.  But  this  summer’s  slump— with  $4-a-gallon 
gas  just  one  of  many  factors  affecting  both  consumer  behavior  and  the  price  of 
production— has  slowed  momentum  on  the  transformation.  Chrysler’s  June  sales 
fell  36  percent  from  where  they  had  been  a  year  before.  And  slowed  momentum 
once  a  company  is  well  into  a  major  transition  is  not  a  good  thing. 

CIO  Bertsch  says  she  wants  IT  “to  drive— not  just  react  to— business  growth.” 
Now  that  Chrysler  is  facing  unexpected  business  contraction,  this  goal  is  more 
pressing  than  ever.  “We’re  living  in  times  of  unprecedented  change,  and  my  per¬ 
sonality  is  pretty  well-suited  to  change,”  she  says.  That’s  a  good  thing  for  Chrysler, 
where  the  ability  to  both  maintain  focus  and  respond  quickly  to  changing  condi¬ 
tions  will  be  essential  to  saving  the  company. 


Abbie  Lundberg,  Editor  in  Chief 

lundberg@cio.com 
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and  communications  capabilities?  One  highly  capable  partner  who  can  help  meet  more  of  your  IT  needs. 

Learn  more  at  insight.com/calence. 
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This  lightweight  sophisticated  over-the-ear 
design  and  DECT  6.0  technology  provides 
comfortable  digitally-secure  communication 
up  to  300  feet  from  a  desk  phone.  Includes 
powerful  noise-canceling  microphone. 
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IBM  BladeCenter  S  8886 

8886E1U 

Integrate  servers,  storage,  networking  and 
applications  into  a  single  chassis.  Now 
exclusive  at  Insight,  order  $50K  or  more  in 
blade  servers  and  receive  a  free  chassis  with 
either  BladeCenter  S,  H  or  E.  Offer  ends 
09.30.08. 


BlackBeny 

Professional 

Software 


BlackBerry  Professional  Software  4.1 
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This  BlackBerry  software  for  five  Microsoft 
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existing  email  mail  server.  The  advanced 
security  features  and  IT  policies  provided 
make  it  a  cost  effective  secure  solution. 
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Look  in  the  Mirror 

The  qualities  you  like  in  salespeople  apply  to  you,  too 

CIO  magazine  recently  hosted  a  sales  semi¬ 
nar  in  New  York  City  for  scores  of  top-flight 
technology  sales  executives  who  came  to  learn 
more  about  how  to  sell  successfully  to  the  CIO. 

During  the  seminar,  we  presented  the 
results  of  our  exclusive  Vendor  Scorecard 
Survey  conducted  by  CIO  magazine’s  research 
department.  The  survey  focused  on  what  CIOs 
felt  were  the  most  important  characteristics  of 
top  tech  sales  execs. 

Since  we  are  all  salespeople  in  some  way,  I  want  to  share  these  results  with 
you  and  ask  you  to  think  about  how  they  apply  to  your  role  as  a  senior  IT  exec. 
Top  salespeople,  (with  apologies  to  David  Letterman): 

10.  Understand  your  business. 

9.  Possess  competitive  intelligence/knowledge. 

8.  Provide  ongoing  support  after  the  sale. 

7.  Have  a  strong  technical  background. 

6.  Are  aware  of  business  trends. 

5.  Offer  solutions  to  problems  rather  than  meet  sales  quotas. 

4.  Provide  a  high  level  of  service. 

3.  Are  honest  and  trustworthy. 

2.  Can  think  long  term. 

And  most  important, 

1.  Deliver  on  their  promises. 

Now,  be  honest.  How  deeply  do  you  know  your  business?  Do  you  under¬ 
stand  your  competition?  You  can’t  plan  a  winning  tech  strategy  if  you  don’t. 

Do  you  keep  in  touch  with  users  after  you’ve  sold  them  applications  or  infra¬ 
structure?  Do  you  advocate  for  users  within  the  executive  committee,  offering 
solutions  to  their  problems?  What’s  your  long-term  time  horizon?  And  finally, 
do  you  deliver,  focusing  squarely  on  bottom-line  performance? 

Besides  using  this  list  to  judge  your  own  sales  skills,  share  it  with  your  staff 
to  help  them  judge  the  tech  salespeople  who  call  on  them  every  day  as  well  as 
to  assess  their  own  abilities. 


Gary  Beach,  Publisher  Emeritus 

gbeach(a)cio.com 
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Work  with  InterSystems. 


The  fastest  way  to  have  a  connected  workplace. 


Work  with  InterSystems  Ensemble®  software  to  raise 
productivity  and  lower  costs. 

Ensemble  is  a  rapid  integration  and  development 
platform  that  makes  it  much  easier  to  connect  applications, 
processes,  and  people.  IT  managers  who  have  switched 
from  other  integration  products  report  they  can  finish 
projects  in  half  the  time  with  Ensemble. 

For  your  future  development  efforts,  if  you  embed 
Ensemble  you  can  create  a  new  class  of  applications  that 
are  connectable.  Plus,  you’ll  be  able  to  enhance  legacy 
applications  with  adaptable  workflow,  browser-based  user 


interfaces,  rules-based  business  processes,  dashboards, 
and  other  innovations  -  without  rewriting  your  code. 

Ensemble's  technology  stack  includes  the  world’s 
fastest  object  database  -  InterSystems  Cache®.  Cache's 
lightning  speed,  massive  scalability,  and  rapid  development 
environment  give  Ensemble  unmatched  capabilities. 

For  30  years,  we've  been  a  creative  technology 
partner  for  leading  enterprises  that  rely  on  the  high 
performance  of  our  products.  Ensemble  and  Cache  are 
so  reliable  that  the  world's  best  hospitals  use  them  for 
life-or-death  systems. 


IhterSystems 

See  product  demonstrations  at  InterSystems.com/Connectl2F 


©  2008  InterSystems  Corporation.  All  rights  reserved.  InterSystems  Ensemble  and  InterSystems  Cach6  are  registered  trademarks  of  InterSystems  Corporation.  Other  product  names  are  the  trademarks  of  their  respective  vendors.  4-08  Workl2CIO 


Largest  claim  based  on  total  network  size  (sq.  miles).  May  require  up  to  a  $36  activation  fee/line,  credit  approval  and  deposit.  $200  early  termination  fee/line  applies.  Mobile  Broadband  Card  Offer: 
Offer  ends  12/31/08.  While  supplies  last.  Requires  activation  at  the  time  of  purchase.  Available  for  corporate-liable  accounts  (activations  using  a  business  name  and  tax  ID)  only.  Upgrade:  Existing 
customers  in  good  standing  with  service  on  the  same  device  for  more  than  22  consecutive  months  currently  activated  on  a  service  plan  of  $34.99  or  higher  may  be  eligible.  See  in-store  rebate  form  or 
sprint.com/upgrade  for  details.  Pricing,  offer  terms,  fees  and  features  may  vary  for  existing  customers  not  eligible  for  upgrade.  Mobile  broadband  card  data  plan  required.  See  sprint.com/coverage  for 
details.  Other  Terms:  Offers  not  available  in  all  markets/retail  locations  or  for  all  phones/networks.  Sprint  Mobile  Broadband  Network  reaches  over  248  million  people  (including  data  roaming).  Not 
available  in  all  markets/retail  locations.  Other  restrictions  apply.  See  store  or  sprint.com  for  details.  ©2008  Sprint. 


surging  stocks 
storm  coming 
28  “urgent”  e-mails 
presentation.asap 
ninth-inning  upset 
last-minute  e-cards 
eleventh-hour  assignment 
celebrity  hospitalization 
skydiving  poodle 
free  shoe  shipping 
reply  all,  oops!  V 

What  are  you  missing  right  now? 

Keep  the  best  of  the  Web  with  you  on  the 
nation’s  largest  mobile  broadband  network. 

Just  plug  it  into  your  laptop  and  go. 

Free 

Sierra  Wireless  Compass ™  597 
Requires  eligible  upgrade  (or  new  service 
activation)  on  a  business  account,  data  plan 
and  two-year  agreement. 

Internet  to  go.  Only  on  the  Now  Network 


Sprint^ 


sprint.com/mobilebroadband 


EDITED  BY  STEFF  GELSTON  NEW  *  HOT  *  UNEXPECTED 


CIOs  Trim  Spending,  Staffing 


budgets  Beset  by  challenging 
economic  conditions,  one  in  four  CIOs 
is  facing  budget  and  staffing  cuts, 
according  to  new  research  from  CIO. 

The  survey  of  nearly  200  IT 
executives  found  that  26  percent 
plan  to  decrease  their  IT  budget  in 
the  next  12  months,  while  another  26 
percent  will  put  spending  on  hold. 
One-quarter  say  they  will  cut  staffing 
budgets  for  other  contractors  or  tem¬ 
porary  workers,  and  21  percent  plan 
to  reduce  full-time  in-house  staff. 

Many  CIOs  are  taking  a  “wait 
and  see”  perspective,  says  Mark 
Cummuta,  president  and  founder  of 
Triumph  CIO  Group  and  a  CIO.com 
blogger.  “They  are  being  cautious  but 
not  negative.” 


CIOs  are  clearly  battening  down 
the  hatches  in  response  to  the  sput¬ 
tering  economy.  But  the  mood  was 
different  last  spring.  Then,  a  CIO 
survey  found  IT  executives  unfazed 
by  the  prospect  of  an  economic  slow¬ 
down.  At  the  time,  only  17  percent 
planned  to  decrease  their  IT  budget 
in  the  next  12  months;  20  percent 
said  it  would  remain  the  same.  Just 
18  percent  said  they  would  decrease 
staffing  budgets  for  other  contrac¬ 
tors  or  temporary  workers,  and  14 
percent  planned  to  reduce  full-time 
in-house  staff. 

While  she  hasn’t  heard  of  wide¬ 
spread  hiring  or  pay  freezes  across 
IT  organizations,  Gartner  VP  and 
certified  com-  Continued  on  Page  12 
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Is  the  Desktop  PC  Making  a  Comeback? 


computers  Laptops  have  had 
tremendous  marketplace  momen¬ 
tum  in  recent  years,  but  the  stodgy 
desktop  may  be  making  a  comeback. 

Converge,  a  company  that  does 
much  of  its  work  with  chip  spot 
markets,  noted  in  a  report  that  a  rare 
shortage  has  emerged  in  desktop 
microprocessors.  “The  story  of  the 
third  quarter  has  been  the  dramatic 
resurgence  of  shortages  in  the  desk¬ 
top  market  after  a  sustained  period 
of  relative  calm,”  the  report  says. 

Most  microprocessors  are  sold 
to  major  buyers  such  as  PC  vendors 
Hewlett-Packard  and  Dell,  but  some 


are  sold  to  the  global  spot  market. 
While  the  spot  market  can  be  an 
early  indicator  of  a  trend  for  chips 
such  as  dynamic  random  access 
memory  (DRAM),  that's  not  always 
the  case  in  the  microprocessor  seg¬ 
ment,  which  is  far  smaller. 

The  report  says  the  phaseout 
of  an  older  microprocessor  family 
caused  product  shortages  last  year, 
and  that  may  be  happeningthisyear 
with  Intel’s  Pentium  E  series  Conroe 
family.  Still,  there  is  other  evidence 
of  something  going  on  with  desktops. 

Research  house  Gartner  noted  in 
its  second-quarter  PC  market  report 


that  desktop  shipments  gained  trac¬ 
tion  among  professional  users  in  the 
U.S.  due  to  growing  economic  uncer¬ 
tainty.  Desktop  PCs  cost  less  than 
mobile  PCs,  so  they  are  a  cheaper 
option  for  businesses  with  tighter  IT 
budgets. 

Chip  maker  Intel  also  noted  some 
strength  in  desktop  PCs  during  a 
conference  call  after  its  second- 
quarter  results.  Executives  said 
prices  for  its  desktop  microproces¬ 
sors  remained  constant  in  Q2  due 
to  demand  for  desktop  products  in 
emerging  markets  and  corporations. 

-Dan  Nystedt 
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TRENDLINES 


SaaSOrganizes  Donors 
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software  Susan  G.  Komen  for  the  Cure,  a  nonprofit  that 
pursues  the  goal  of  eradicating  breast  cancer  by  funding  research, 
is  adopting  an  online  customer  relationship  management  (CRM) 
system  for  its  headquarters  and  125  affiliates. 

The  decision  to  move  to  a  software-as-a-service  (SaaS)  offering 
centered  around  the  need  to  centralize  the  fund-raising  efforts  of 
the  affiliates,  which  historically  had  disparate  technology  applica¬ 
tions.  “They  all  had  contracted  independently  for  IT  services,"  says 
Justin  Ricketts,  Komen’s  VP  of  IT.  “This  wasn’t  an  inherently  effi¬ 
cient  way  to  leverage  technology.” 

Rather  than  go  through  the  task  of  having  an  on-premise  vendor 
integrate  the  databases  and  install  software  on  machines  with  different 
capabilities  and  operating  systems,  Ricketts  chose  a  SaaS  offering  from 
Convio.  This  isn’t  Komen’s  first  foray  with  the  vendor.  Fifty  Komen  affili¬ 
ates  use  Convio’s  TeamRaiser,  online  software  that  helps  participants  in 
Komen’s  “Race  for  the  Cure”  raise  money  and  garner  sponsors. 

Komen  is  using  Common  Ground,  which  Convio  built  on  the 
Force.com  platform  from  Salesforce.com.  It  gives  users  a  unified 
view  of  how  a  nonprofit  interacts  with  donors,  volunteers  and  advo¬ 
cates.  Users  also  have  access  to  AppExchange,  a  set  of  third-party 
applications  that  developers  who  use  the  Salesforce  platform  have 
built.  “I  can  tap  into  that  developer  community  and  add  capabilities,” 
Ricketts  says.  He  says  the  SaaS  pricing  makes  it  easier  to  predict 
technology  costs.  (Komen  will  pay  per  user  per  month.)  Also,  he 
won’t  have  to  handle  as  much  back-end  infrastructure  and  mainte¬ 
nance  work  since  Convio  will  host  the  data. 

Komen  will  implement  the  system  for  headquarters  and  some 
affiliates  this  fall,  with  rollout  for  all  the  affiliates  targeted  for  late  2009. 

-C.G.  Lynch 


I 

Pay  for  Top  Execs  Rises 

j§  ■ 

compensation  Executive  pay  increased  5.7  percent  last  year  and 
is  expected  to  grow  an  additional  6.2  percent  during  the  next  12  months, 

according  to  survey  of  1,098  business  leaders  by  ExecuNet.  While  the 

|9 

annual  compensation  of  C-suite  executives  averaged  $206,000,  salaries 
varied  significantly  according  to  function. 


FUNCTION  2007  COMPENSATION 
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Spending 

Continued  from  Page  11 

pensation  professional  Lily  Mok  expects 
enterprises  to  take  a  conservative 
approach  in  budget  planning  and  staff¬ 
ing  for  the  rest  of 2008  and  into  2009.  As 
the  economy  slows,  companies  may  halt 
noncritical  projects  in  the  pipeline.  For 
those  that  are  mission-critical  and  under 
way,  they  would  keep  moving  forward 
while  closely  monitoring  industry  and 
market  movements.  Mok  says  it  takes 
time  for  corporations  to  analyze  market 
conditions  and  take  action. 

Nearly  a  quarter  of  survey  respon¬ 
dents  said  their  primary  investment 
focus  is  shifting  from  increasing  effi¬ 
ciency  to  cutting  costs.  The  top  areas 
for  trimming  in  the  next  12  months  are 
outsourced  IT  services  (31  percent), 
computer  hardware  (25  percent)  and 
telecommunications  (19  percent).  So  IT 
departments  should  be  ready  to  present 
specifics  on  ROI  to  business  leaders, 
says  Cummuta. 

The  survey  also  found  that  more 
small  and  midsize  company  respon¬ 
dents  anticipate  IT  budget  decreases  in 
the  coming  year  than  three  months  ago. 
Twenty-seven  percent  of  midsize  com¬ 
panies  anticipate  IT  budget  cuts,  com¬ 
pared  with  15  percent  in  March.  More 
large  companies  expect  to  put  their  IT 
budgets  on  hold  (29  percent,  compared 
with  22  percent  for  both  small  and  mid¬ 
size  companies). 

“There  is  more  sensitivity  to  the  eco¬ 
nomic  downturn  for  the  mid-market,” 
says  Mike  Sullivan,  VP  of  management 
information  systems  of  GenTek,  a  $609 
million  manufacturing  company.  One 
reason,  he  says,  is  vendors  often  don’t 
cater  to  the  business  needs  of  midsize 
companies.  And  these  companies  can’t 
always  meet  their  needs  with  a  solution 
designed  for  smaller  businesses,  so  they 
have  to  go  big,  which  can  mean  more 
cost,  he  says. 

-Jarina  D’Auria 
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/  Intel®  Centrino®  2  with  vPro™  technology  operates  at  the  hardware  level 
to  let  you  remotely  and  wirelessly  diagnose,  repair  and  reconnect  PCs  to  the 
network.  Even  when  the  user's  notebook  is  off  or  the  OS  is  inoperable*' 
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‘Results  shown  are  from  the  2007  EDS  Case  Studies  with  Intel*  Centrino’  Pro  processor  technology,  3rd  party  audit  commissioned  by  Intel,  of  various  enterprise  IT  environments  and  may  not  be 
representative  of  the  results  that  can  be  expected  for  smaller  businesses.  The  studies  compare  test  environments  of  Intel*  Centrino’  Pro  processor  technology  equipped  PCs  vs  non-Intel’  Centrino" 
Pro  processor  technology  environments.  Tested  PCs  were  in  multiple  OS  and  power  states  to  mirror  a  typical  working  environment.  Actual  results  may  vary.  Visit  intel.com/vpro  and  eds.com  “Remote 
manageability  requires  the  computer  system  to  have  an  Intel'  AMT-enabled  chipset,  network  hardware  and  software,  and  a  connection  with  a  power  source  and  corporate  network  connection.  Setup 
may  require  configuration  and  equipment  or  integration.  Intel  AMT  may  not  be  available  or  certain  capabilities  may  be  limited  depending  on  system  state.  Visit  intel.com/technology/platform-technology/ 
intel-amt  ©2008  Intel  Corporation.  Intel,  the  Intel  logo,  Centrino  logo,  Centrino,  and  vPro  are  trademarks  of  Intel  Corporation  in  the  United  States  and  other  countries. 
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Why  Your  Developers  Think  You're  Clueless 


MANAGEMENT  CIOs  hold  One 
of  the  most  important  executive 
positions  in  their  companies.  And 
to  lead  successfully,  they  must  earn 
the  respect  of  both  the  business  and 
their  information  technology  organi¬ 
zation.  Mike  Gualtieri,  senior  analyst 
for  Forrester  Research,  offers  up  six 
behaviors  to  steer  clear  of  if  you  want 
to  avoid  being  seen  as  a  clueless  CIO. 
For  three  more,  visit  www.cio.com/ 
article/419764. 

1.  The  CIO  is  a  control  nut. 

Okay,  so  maybe  it  is  just  a  strategy  you 
are  employing  because  your  direct 
reports  can’t  get  the  job  done.  If  this  is 
the  case,  then  control  is  not  the  solu¬ 
tion.  Have  the  courage  to  replace  those 
managers  that  aren’t  strong.  Control 
won’t  work  in  the  long  run  anyway. 


2.  The  CIO  is  aloof.  You  may 

have  a  great  team— strong  individual 
managers  and  team  chemistry— but 
your  leadership  is  still  necessary  to 
keep  things  on  course. 

3.  The  CIO  gulps  vendor 
Kool-Aid.  You  are  smart  enough 
to  know  that  vendors  are  trying  to 
sell  you  and  you  won’t  be  fooled 
wholesale.  Yeah  right.  Their  influence 
can  eat  away  at  you  without  you  even 
realizing  it.  Be  even  more  skeptical 
than  you  are  now.  Just  say  no. 

4.  The  CIO  is  a  technical 
dinosaur.  Technology  has 
changed  since  you  were  writing  RPG 
on  the  mainframe  umpteen  years 
ago.  And  for  you  younger  guys  who 
made  your  bones  writing  VB  or  Java 


Web  apps,  make  sure  you  know  why 
there  is  so  much  buzz  about  Ruby  on 
Rails  and  multicore  programming. 
Your  ability  to  talktech  will  helpyou 
earn  the  respect  of  application  devel¬ 
opment  professionals. 

5.  The  CIO  thinks  changes 
can  happen  overnight.  Sorry 
to  have  to  break  this  to  you:  You  are 
not  a  wizard  and  your  magic  wand 
doesn’t  work, 

6.  The  CIO  doesn't  know 
the  difference  between 
resources  and  talent.  The  fast¬ 
est  way  to  lose  respect  is  to  put  clue¬ 
less  managers  in  charge.  Find  a  way 
to  locate  and  use  the  talent  in  your 
organization. 

-Mike  Gualtieri 
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Morrison  Exits  Motorola;  Jones  Is  CIO 


on  the  move  Last 
month  Patricia  (Patty) 

Morrison  left  Motorola  after 
serving  as  the  mobile  phone 
company’s  CIO  since  2005. 

It  had  been  an  open  ques¬ 
tion  how  long  she  would 
remain  with  Motorola, 
given  all  the  management 
changes  the  company  has 
been  undergoing  as  a  result  of  ongo¬ 
ing  business  challenges.  Morrison 
currently  serves  on  SPSS  Commerce’s 
board  of  directors.  Leslie  Jones, 
an  eight-year  veteran  of  Motorola, 
replaces  Morrison  in  the  SVP  and 
CIO  post.  Jones  most  recently  served 
as  vice  president  of  IT  for  Motorola’s 


Leslie  Jones 


Enterprise  Mobility  Solu¬ 
tions  and  Home  &  Net¬ 
works  Mobility  segments. 

Citigroup  named  Marty 
Lippert  as  its  new  CIO 
as  the  struggling  finance 
giant  attempts  to  revamp 
operations  and  achieve 
a  massive  rebound  in  its 
fortunes.  Lippert,  a  veteran 
of  IT  and  business  management  roles 
at  the  Royal  Bank  of  Canada  and  Mel¬ 
lon  Bank,  has  the  additional  role  of 
corporate  operations  and  technology 
COO  at  Citi,  underlining  the  group’s 
attempts  to  consolidate  IT  spending 
and  the  operations  budget. 

Chrysler  CIO  Jan  Bertsch  was 


appointed  SVP  and  treasurer  for  the 
automaker’s  global  treasury  opera¬ 
tions.  She  maintains  the  CIO  title  and 
responsibilities  in  her  new  role.  Bertsch 
is  leading  the  effort  to  consolidate  IT 
management  and  treasury  into  a  new 
structure  (see  “Saving  Chrysler,”  Page 
26).  She  joined  Chrysler  in  2001  and 
served  as  vice  president  of  sales  and 
marketing  finance. 

Ericsson  EVP  Bjorn  Olsson  is 
leaving  to  pursue  new  opportunities 
at  the  end  of  the  year,  according  to  a 
company  announcement.  Olsson,  a 
27-year  veteran  of  the  mobile  com¬ 
munications  company,  was  CIO  from 
2002  to  2003. 

-Meridith  Levinson  and  Martin  Veitch 


cioxom 


Read  Meridith  Levinson’s  MOVERS  AND  SHAKERS  blog  for  the  latest  moves.  Find  it  at  blogs.cio.com. 
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TOSHIBA 

Leading  Innovation  »> 


Of  all  the  technologies 
out  there,  how  about  one 
that  actually  loses  sleep  over 
finding  you  better  solutions* 


It’s  late,  and  do  you  know  who’s  thinking  about  a  better  way  to  manage  your  hundreds 
or  thousands  of  printers  and  copiers?  If  you  work  with  a  Toshiba  Professional  Services 
Consultant,  there’s  a  good  chance  he  or  she  is  doing  just  that.  Your  Toshiba 
Professional  Services  Consultant  can  manage  all  your  machines  and  supplies, 


giving  you  one  source  of  contact,  one  number  to  call  and  one  person  who  knows  your  business 
and  its  needs.  That  way  you  don’t  have  to  lose  any  sleep  worrying  about  your  equipment. 


That’s  human  innovation.  And  human  innovation  is  leading  innovation. 


Learn  more  at  copiers.toshiba.com. 


OjbMToSIttMAmeriea  Business  Solutions.  Inc.  Electronic  Imaging  Division.  All  rights  reserved. 


THE  SIMPLE  GUIDE  TO  HOSTING: 


IF  IT  NEEDS 

TO  BE  ONLINE  AND 

STAY  ONLINE 

IT  NEEDS  TO  BE  HOSTED  AT  RACKSPACE'. 

You  need  the  world's  leader  in  hosting. 

•  The  Fanatical  Support  Promise™ 

•  Industry  Leading  Service  Level  Agreements  and  Guarantees 

•  Dedicated  Support  Team  Assigned  to  Every  Customer 

•  24x7x365  Live  Support  -  No  Call  Centers 

•  Proactive  Sales  and  Support  Consultation 

•  Flexible  Hosting  Solutions  and  Services 

•  100%  Network  Uptime  Guarantee 

•  Strategic  Technology  and  Business  Partner  Relationships 


ESSENTIAL 


FROM  INCEPTION  TO  IMPLEMENTATION  — I. T.  THAT  MATTERS 


Christine  Celli 

ccetti@cio.com 


Borders  ended 
itsAmazon.com 
partnership  and 
built  a  website 
from  scratch.  Can 
new  tools  help  it 
compete? 


New  Online  Tricks  to 
Revive  an  Old  Trade 

BY  THOMAS  WAILGUM 

E-COMMERCE  |  In  May  2008,  retailer  Borders  finally  delivered  on  its  vision  of  what 
executives  thought  a  Borders  e-commerce  engine  should  look  like:  A  website  that  meshes 
the  in-store  and  sometimes  serendipitous  experience  of  browsing  for  books  and  music 
with  the  limitless,  easily-searched  possibilities  found  in  online  shopping. 

Kevin  Ertell,  Borders  Group’s  senior  VP  of  e-business,  says  that  the  site’s  develop¬ 
ment  process  was  chiefly  about  “bringing  those  two  together  in  a  way  that  leverages  the 
strengths  of  each  of  the  channels  in  a  way  that’s  greater  than  the  sum  of  its  parts.” 

One  example  of  this  cross-channel  strategy  is  called  the  Magic  Shelf.  The  attention- 
grabbing  feature  on  the  Borders.com  homepage  uses  Flash  video  technology  to  render  a 
virtual  bookshelf.  The  feature  aims  to  create  for  customers  the  nirvana  of  finding  a  book 
or  DVD  that  they’ve  always  been  meaning  to  purchase. 

The  new  Borders.com  is  an  important  part  of  the  retailer’s  business  strategy.  Borders’ 
capital  expenditures  in  2008  are  mainly  focused  on  building  out  the  site’s  functionalities 
and  the  systems  that  will  wrap  around  it— replenishment,  supply  chain,  CRM  and  in¬ 
store  technology  improvements  like  kiosks  that  will  allow  customers  to  search  in-store 
and  online  inventories. 


ILLUSTRATION  BY  ANASTASIA  VASILAKIS 
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essential  technology 

“[Lack  of  legacy  systems]  did  give  us  a  shortcut  to  get  some 
oasic  functionality  up  and  running  and  a  framework  in  which 

tO  develop.  -Kevin  Ertell,  Borderssenior  VP  of  e-business 


Borders  is  making  the  investment 
after  ending  its  relationship  with  Ama¬ 
zon.com  in  2008.  Amazon,  now  Borders 
.corn’s  largest  and  most  entrenched  com¬ 
petitor,  ran  Borders’  website  for  seven 
years.  “We  knew  it  was  really  important 
that  we  have  our  own  website,”  Ertell 
says,  “and  that  we  get  to  control  our 
brand,  the  experience  for  our  customers 
and  integrate  that  into  the  store  experi¬ 
ence  in  a  way  that  wasn’t  possible  under 
the  Amazon  partnership.” 

Developing  an 
E-Commerce  Strategy 

Ertell  says  several  key  themes  influenced 
the  IT  systems  design.  “We  always  saw 
the  site  as  more  than  just  the  buy  but¬ 
ton,”  he  says.  “The  goal  has  always  been 
to  help  us  have  better  relationships  with 
our  customers,  to  drive  sales  online  and 
in  store  via  the  site,  and  to  be  a  really 
great  cross-channel  hub  for  us.” 

One  key  piece  of  the  plan  was  that 
the  company  reorganized  itself  around 
the  e-commerce  operations  and  made 
it  core  to  the  company’s  short-term  and 
long-term  strategies,  Ertell  says.  “A  lot 
of  companies  have  their  Web  operations 
completely  separate  from  the  business 
because  they  started  in  the  late  ’90s  and  it 
was  this  little  business  that  only  a  couple 
people  cared  about.  And  it  grew  apart  at 
a  lot  of  companies,”  Ertell  says.  “So  we 
made  sure  we  were  organized  [for  it],  that 
people  were  incented  and  all  types  of  driv¬ 
ing  forces  were  in  place  before  we  built  it. 
And  it’s  already  helping  us.” 

The  company  also  decided  to  allow  the 
Borders  Rewards  loyalty  program  mem¬ 
bers— more  than  28  million,  currently— to 
redeem  their  rewards  online.  This  allows 
all  that  customer  data  to  be  further  mined 
to  determine  shopping  patterns,  includ¬ 
ing  how  customers  are  using  the  website 
and  in-store  service  offerings. 


CIO  Susan  Harwood  points  out  that 
the  new  e-commerce  data  streams  will 
better  inform  Borders’  merchandising 
systems  and  provide  merchandising 
decision  makers  with  more  information 
on,  for  example,  what  books  are  getting 
lots  of  advanced  orders  online  or  spikes 
in  traffic  on  the  site. 

Testing  What  Users  Want 

Unfortunately  for  Borders,  the  Web  is 
already  stacked  high  with  online-only 
e-commerce  players  and  retailers  that 
are  doing  a  very  good  job  of  selling  a 
broad  assortment  of  books,  CDs,  DVDs 
and  other  media  products.  And  online 
customers,  it  should  be  noted,  are  noto¬ 
rious  for  their  impatience  with  slow 
sites  that  lack  an  intuitive  design  and 
personalized  attention.  “Consumers 
are  increasingly  seeking  online  experi¬ 
ences  that  are  relevant,  engaging  and 
personal,”  Forrester  Research  analyst 
Kerry  Bodine  wrote  in  June. 

Ertell  says  Borders  employed  several 
methods  to  gauge  what  their  custom¬ 
ers  wanted  in  a  site.  “We  spent  a  lot  of 
time  doing  customer  research,  and  we 
started  out  just  actually  talking  to  cus¬ 
tomers,”  he  says.  “What  they  liked  and 
what  they  didn’t.” 

A  beta  site  that  lacked  the  e-com¬ 
merce  functionality  but  had  lots  of  other 
elements  went  live  in  September  2007. 
“The  whole  point  was  to  get  it  up  and 
get  as  much  feedback  as  we  could  on 
that,”  he  says.  Borders  also  partnered 
with  social  networking  site  Gather.com 
to  assemble  even  more  feedback. 

Why  Go  to  a  Bookstore? 

Borders  was  aware  that  to  truly  cement 
the  new  site-to-store  connection,  the  in¬ 
store  search  kiosks  needed  to  be  con¬ 
nected  to  the  Web.  So  Borders  created  a 
version  ofBorders.com  that  would  work 


on  the  kiosks.  As  of  early  July,  Ertell 
says  those  are  currently  being  rolled 
out  to  superstores  nationwide  and  will 
later  be  introduced  chainwide. 

The  in-store  kiosks  connected  to 
the  Web  are  key,  says  Kevin  Sterneck- 
ert,  a  retail  research  director  at  AMR 
Research,  mainly  because  it’s  really 
hard  to  find  an  associate  in  the  store 
who’s  as  knowledgeable  about  what’s 
offered  online  as  he  is  about  the  local 
inventory.  Sterneckert  says  that  the 
last  time  he  was  in  a  Borders  store,  he 
wondered  why  anyone  actually  went  to 
bookstores  anymore. 

“Where  do  I  start  to  find  a  book? 
Where  do  I  look  for  my  favorite  authors? 
I  didn’t  know,”  Sterneckert  recalls  think¬ 
ing.  “I  found  myself  wanting  to  go  back 
to  the  Web  so  that  I  could  locate  what  I 
wanted.  I  think  the  tie-in  that  Borders  is 
trying  to  do  with  the  Web  and  in-store 
experience  is  really  critical.” 

Says  Ertell:  “The  idea  is  to  bring  all 
those  strengths  together  to  not  only  let 
people  place  orders  in  the  stores  and  thus 
augment  our  store  inventory  by  more 
than  10  times,  but  also  allow  people  to 
create  a  ‘wish  list’  at  home  and  access  it  at 
the  store?’  Scraps  of  paper  that  people  put 
in  their  wallets  or  pocketbooks  will,  hope¬ 
fully,  be  a  thing  of  the  past,  he  adds. 

A  Greenfield  for  IT 

While  Borders  didn’t  have  its  own 
e-commerce  presence  for  seven  years, 
it  also  didn’t  have  a  “long-in-the-tooth” 
assemblage  of  legacy  systems  to  deal 
with,  either.  In  a  sense,  then,  the  team 
developing  the  new  Borders.com  could 
leapfrog  right  to  the  latest  applications. 

“The  technology  today  makes  it  a  lot 
easier  to  do,”  says  Ertell.  For  instance, 
vendor  Allurent’s  software— which  the 
company’s  website  claims  was  designed 
to  provide  rich  audio,  animation  and 
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COLLEAGUES  ARE 
ABOUT  TO  BECOME  FANS 


As  CIO  you  must  ensure  the  flawless  performance  of  your  company's 
web  ventures.  You  need  to  monitor  and  pinpoint  performance 
issues  before  customers  encounter  them.  Compuware  software 
and  people  deliver  the  visibility  you  need  to  make  web  initiatives 
succeed.  Drive  the. success  of  your  applications  and  systems, 
and  co-workers  will  suddenly  become  raving  fans.  That's  why  90% 
of  Fortune  50  companies  choose  Compuware.  And  it’s  one  of 
the  many  ways  we  make  IT  rock  around  the  world. 
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essential  technology 

“We  weren't  really  competing  [online], 
and  we  had  to  be  there  and  we  had 
to  be  successful  with 


video  without  downloading  a  thick-client 
application— provided  the  functionality 
for  the  Flash-video-based  Magic  Shelf, 
which  he  says  was  done  relatively  easily. 

On  the  back  end,  Borders  didn’t  use 
anything  exactly  out  of  the  box,  says  CIO 
Harwood.  “We  took  things  as  a  platform 
and  expanded  on  them  and  customized 
them,”  she  says.  But  Borders’  lack  of 
legacy  systems  “did  give  us  a  shortcut 
to  get  some  basic  functionality  up  and 
running  and  a  framework  in  which 
to  develop.” 

Harwood  says  the  applications  sup¬ 
porting  Borders.com  are  a  combination 
of  custom  code  along  with  packaged 
software  from  IBM  and  several  of  IBM’s 
partners.  The  new  applications  had  to 
be  integrated  with  Borders’  existing 


it.  —Kevin  Ertell 

back-office  systems  as  well  as  some 
that  connect  to  external  partners.  These 
include  Sterling  Commerce’s  Order 
Management  system,  financial  systems 
from  Lawson  Financials,  a  credit-card 
processing  system  from  CyberSource, 
third-party  order  fulfillment  software 
from  Baker  &  Taylor,  ChoiceStream  for 
product  recommendations,  and  Borders’ 
internal  data  warehouse  and  business 
intelligence  systems.  At  one  point,  “we 
had  someone  from  virtually  every  appli¬ 
cations  team  and  technology  services 
area  involved  in  one  way  or  another  with 
the  e-commerce  development  project,” 
Harwood  says. 

“Certainly  it  had  an  impact  on  what 
we  were  talking  about  in  the  conversa¬ 
tions  with  our  [business]  partners  and 


the  bandwidth  we  had  to  take  on  other 
initiatives,  because  this  wasn’t  the  only 
project  we  were  pursuing.” 

Critical  Collaboration 

Naturally,  in  a  project  with  a  scope,  scale 
and  overall  importance  as  large  as  this 
one  was  for  the  $3.8  billion  Borders, 
collaboration  between  the  e-commerce, 
IT  and  marketing  teams  was  critical. 
When  asked  what  his  Web  group  was 
looking  for  from  Harwood’s  IT  group, 
Ertell  says  “everything.” 

“We  worked  really  hard  on  this,  and 
we  were  demanding  as  hell,”  he  adds. 

According  to  its  most  recent  10-Q  fil¬ 
ing  in  June,  Borders  executives  are  plan¬ 
ning  more  IT  investment.  The  majority  of 
capital  expenditure  will  be  for  “systems 
supporting  the  domestic  Borders  super¬ 
store  business,  including  merchandise 
buying,  replenishment  and  supply  chain, 
as  well  as  in-store  technology  enhance¬ 
ments,”  states  the  filing. 


Bill  Courtright, 

Executive  Director/Parallel  Data  Lab/Carnegie  Mellon 

Greg  Ganger, 

Director/Parallel  Data  Lab/Carnegie  Mellon 
Professor  of  Electrical  and  Computer  Engineering/Carnegie  Mellon 


As  to  the  importance  of  Borders.com, 
the  language  of  the  filing  belies  the  critical¬ 
ity  of  the  site’s  success:  “The  proprietary 
e-commerce  website  will  allow  the  Com¬ 
pany  to  engage  in  key  partnerships  that 
are  expected  to  build  incremental  revenues, 
connect  e-commerce  sales  to  the  Company’s 
Borders  Rewards  loyalty  program  and 
integrate  Borders.com  into  the  domestic 
Borders  superstores.”  In  other  words:  This 
e-commerce  gambit  has  to  succeed  for  the 
company  to  succeed. 

Early  Data  Analysis 

It’s  still  very  early  in  the  new  life  of  Borders, 
com,  and  Ertell  says  that  he’s  watching  a 
number  of  key  performance  indicators 
closely— especially  sales,  profitability, 
conversion  rates  on  sales  and  the  ability 
to  drive  sales  across  different  channels. 
(He  won’t  share  actual  numbers  or  the  total 
cost  of  the  website  project.) 

To  date,  Ertell  says  the  most  popular 
functionalities  include:  redeeming  Bor¬ 


ders  Rewards  benefits  online  (which  cus¬ 
tomers  could  not  do  on  the  Amazon.com 
site);  personalizing  the  Magic  Shelf  (the 
virtual  shelves  can  be  stocked  specifically 
to  the  tastes  of  individual  customers); 
reading  customer  and  staff  book  reviews 
on  the  in-store  kiosks;  and  accessing  store 
inventories  via  the  Web  (customers  can 
look  up  store  inventory  and  place  items 
on  reserve  in  the  stores  through  an  e-mail 
request).  That  service,  called  Reserve 
Online,  “is  a  great  way  for  the  website  to 
get  people  into  the  stores,”  Ertell  says. 

Like  the  majority  of  online  retailers, 
Borders  is  analyzing  customer  satisfaction 
scores  and  Web  analytics.  The  company 
uses  the  Omniture  Web  analytics  suite  and 
Foresee  Results  for  customer  satisfaction 


Improve  Your  E-Commerce  Effoi 

_ , _ _ _ _ _ 


Foresee  Results'  ANNUAL  SURVEY  OF 
E-RETAILERS  proves  why  customer  satisfac¬ 
tion  matters,  at  www.do.com/article/364414. 

cio.com 


tracking.  “There’s  a  million  things  we  can  do 
with  that,”  Ertell  says,  “doing  ad  hoc  analy¬ 
sis  on  what’s  working  and  what’s  not.” 

AMR’s  Sterneckert  observes  that  not 
everything  is  working  yet.  Using  his  rela¬ 
tively  fast  Web  connection,  the  site  was 
slow  to  load,  especially  the  Magic  Shelf. 
Typically,  Sterneckert  says,  websites 
have  roughly  three  seconds  to  make  their 
impression.  “I  was  willing  to  sit  there  and 
wait  because  I  wanted  to  see  everything,” 
he  says,  “but  I  don’t  know  how  many  cus¬ 
tomers  are  going  to  wait  and  actually  see 
the  shelf  load  up.  They  might  miss  it.” 

In  response,  Ertell  says  the  company 
is  aware  of  performance  issues  and  is 
working  to  solve  them.  “However,  we 
don’t  have  excessively  high  exit  rates  on 
the  homepage,  so  it  doesn’t  appear  that  we 
have  a  major  problem.”  BQ 


Senior  Editor  Thomas  Wailgum  can  be 
reached  at  twailgum@cio.com.  To  comment, 
go  to  www.cio.com/articie/A40415 . 


CIO  Magazine's  Custom  Solutions  congratulates  APC  and  Carnegie  Mellon  University  on  the... 

Data  Center  Observatory 


Rovides  storage+computation  utility  and  environment  for  studying 
energy  consumption 

2,000-square-foot  data  center 

UbesAPC  InfraStruXure®  Technology  to  fully  integrate  power,  cooling 
and  environmental  management  within  a  rack  optimized  design 

2  racks  which  can  each  support  a  load  of  12.5kW  per  rack 


•  3  x  80kW  and  2  xBOkW  Symmetra ®  PX  uninterruptible  power  supplies 

•  8x  InHow ®  precision  air  conditioning  systems  placing  the  units  in 
the  row  of  racks  moving  the  source  of  cooling  closer  to  the  heat  load 

•  Tno  hot  aisle  containment  zones  designed  to  maximize  in-row 
cooling  predictability,  capacity,  and  efficiency 

•  fully  monitored  and  managed  solution  for  increased  control 
and  availability 
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Tools  for  Leading 
Business  Change 

Enterprise  architecture  and  IT  portfolio  management  provide 
strategic  tools  for  innovating  and  executing  change.  They  are 
not  about  IT  but  about  people,  collaboration  and  culture. 

j 

n  ^ess  t^ian  **ve  Years*  time,  the  CIO  is  destined  to  become 

an  executive  leader  of  business  change,  or  else  they  will  be  absorbed  into 
another  function.  This  prediction  comes  from  research  by  a  CIO  head- 
■IH  hunter,  Cathy  Holley  In  2002,  Holley  asked  CIOs  to  envision  their  role  10 
years  into  the  future.  Destiny  takes  time  to  unfold,  but  we  can  see  their  conclu¬ 
sion  being  borne  out. 

As  Holley  was  capturing  CIOs’  visions  of  their 
future  role,  my  own  company  was  exploring  the 
maturity  of  organizations’  strategic  IT  management. 

Of  the  CIOs  in  our  survey,  69  percent  said  the  focus 
of  their  company’s  IT  strategy  was  on  operations 
and  service  management.  For  CIOs  to  turn  around 
these  historic  expectations  of  themselves  takes  time 
and  persistent  tactics. 

Yet  the  need  for  corporate  change  leadership  has 
never  been  greater.  Over  the  next  three  years,  two- 
thirds  of  CEOs  worldwide  are  planning  extensive 
business-model  innovation,  according  to  the  2008 
IBM  Global  CEO  Survey,  “The  Enterprise  of  the 
Future.”  However,  while  CEOs  are  planning  signifi¬ 
cant  change,  they  are  not  confident  of  their  ability  to 
manage  it.  The  economic  climate  must  only  add  to 
those  doubts.  Investments  that  collectively  change 


the  business  model— in  IT  and  elsewhere— must  be 
efficient  and  value-creating. 

CEOs  ought  to  be  doubly  concerned  because  tech¬ 
nology-sparked  developments  such  as  Web  2.0  are 
changing  the  business  model  anyway.  According  to 
a  panel  of  venture  capitalists  during  a  recent  innova¬ 
tion  conference  at  Cambridge  University,  Web  2.0 
is  altering  the  relationship  between  employee  and 
employer,  putting  each  of  us  at  the  center  of  our  own 
unique  networks  of  collaborators  and  knowledge 
sharers.  And  it  is  already  more  of  a  social  and  cul¬ 
tural  movement  than  a  technological  one. 

Web  2.0  has  also  meant  a  shift  in  the  nature  of 
change.  It  represents  a  trend  toward  throwaway 
investments  in  change  at  employee  and  team  levels, 
if  not  corporately.  The  VCs’  perspective  is  that  the 
churn  in  Web  2.0  applications  will  be  faster  than 


22  SEPTEMBER  1,  2008  |  www.cio.com 


Your  potential.  Our  p 

Microsoft 


MICROS 


Microsoft"’ System  Center  is  a  family  of 
IT  management  solutions  (including  Operations 
Manager  and  Systems  Management  Server) 
designed  to  help  you  manage  your  mission- 
critical  enterprise  systems  and  applications. 

Carnival  Cruise  Lines  manages  1,000  shipboard 
and  land-based  servers  with  System  Center.  That's 
big.  See  Carnival  Cruise  Lines  and  other  case 
studies  at  DesignedForBig.com 
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before.  This  is  influencing  their  investment  strate¬ 
gies.  We  need  to  let  these  factors  influence  us,  too. 


Where  Web  2.0  Meets  IT  Strategy 

Although  technology  has  sparked  business 
changes,  these  changes  are  primarily  about  peo¬ 
ple  and  culture.  With  the  CIO  as  corporate  strat¬ 
egist  for  technology-related  developments,  the 
executive  team  should  look  to  her  for  guidance. 

The  increasing  personalization  of  IT  via  Web  2.0  offers 
people  more  freedoms  in  the  way  they  use  technology  and 
more  accountability  for  their  actions.  To  choose  a  way  of 
working  that  delivers  the  most  value,  each  of  us  can  exploit 
our  unique  skills,  knowledge,  contacts  and  personal  enter¬ 
prise.  As  a  result,  it  is  becoming  harder  for  people  who  are  at 
a  distance  from  the  corporate  front  lines— including  those  in 
IT— to  be  accountable  for  the  design  and  execution  of  front¬ 
line  processes.  Accountability  for  what  someone  does  with 
technology  has  to  sit  with  that  person  and  her  immediate 
manager.  This  can  represent  a  difficult  cultural  shift. 

All  these  factors  challenge  how  executives  shape,  invest  in 

and  manage  the  company’s 


More  by  Chris  Potts 


The  CIO  holds  two  strategic  tools  for 
business-model  innovation  in  her 
hands:  enterprise  architecture  and 
investment  portfolio  management. 
How  can  she  and  the  CEO  maneuver 
them  out  of  IT  and  into  the  business? 


Read  a  related  blog  post  about 

INNOVATION  at  advice.cio.com/ 
node/4964. 
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architecture.  The  model  is  one 
in  which  personal  enterprise 
and  collaboration  flourish, 
using  throwaway  solutions 
where  appropriate.  Overall, 
it  achieves  the  corporate  strategy— both  the  commercial  aims 
and  the  legal  and  regulatory  responsibilities.  It  also  protects 
everyone  with  an  accountability  structure  that  prevents  harm 
to  the  company,  its  stakeholders  and  people’s  own  careers. 

Tools  of  Change 

For  CIOs,  the  2012  vision  of  their  role  as  leaders  of  change 
needs  to  come  true  as  quickly  as  possible.  Here’s  why. 

In  recent  years,  CIOs  have  assembled  two  key  capabilities 
a  company  needs  for  redesigning  its  business  model  and 
investing  in  change.  First,  to  drive  business-model  innova¬ 
tion,  they  have  been  maturing  the  practice  of  enterprise  archi¬ 
tecture.  Second,  CIOs  have  developed  investment  portfolio 
management  to  respond  to  the  scrutiny  boards  have  applied 
to  IT  costs  and  value  and  to  execute  the  business-model  inno¬ 
vations  wrought  by  enterprise  architecture. 

However,  the  challenge  CEOs  and  CIOs  face  is  that  these 
vital  business  capabilities  are  often  led  from  within  IT— and 
with  an  IT-oriented  focus.  So  the  next  big  step  in  the  CIO’s 
strategy,  in  collaboration  with  the  CEO,  is  to  maneuver  them 
into  the  wider  business.  This  is  not  as  easy  as  it  may  sound. 

For  example,  if  enterprise  architecture  traditionally  is  led 
by  IT,  then  everyone  else  must  now  discover  its  true  business 
potential  and  his  or  her  own  role  in  its  success.  For  some 


this  can  be  a  real  surprise.  They  will  find  that  true  enter¬ 
prise  architecture  is  founded  on  collaboration  among  the 
company’s  executives  and  the  people  who  work  for  them.  It 
harnesses  their  collective  enterprise  and  ideas  for  innovation 
into  a  business  model  that  delivers  the  corporate  strategy. 

The  tactics  for  investment  portfolio  management  have 
a  different  challenge:  the  company’s  existing  culture  for 
investing  in  change.  For  example,  many  companies  care¬ 
fully  scrutinize  and  prioritize  changes  to  IT  investment.  But 
non-IT  changes  also  involve  investment,  and  they  may  be 
either  executing  or  undermining  the  CEO’s  corporate  strat¬ 
egy.  Experience  shows  that  applying  a  single  and  consistent 
portfolio-management  approach  to  all  investments  in  change 
can  trigger  an  unhelpful  corporate  response. 

The  CIO  holds  these  two  strategic  tools  for  business-model 
innovation  in  her  hands.  How  can  she  and  the  CEO  maneuver 
them  out  of  IT  and  into  the  business?  Some  suggestions: 

■  Foster  an  understanding  that  developments  like  Web  2.0 
bring  new  implications  and  opportunities  for  the  compa¬ 
ny’s  business  model. 

■  Discuss  the  impact  of  these  developments  on  the  distribu¬ 
tion  of  accountabilities  in  the  business  model. 

■  Explore  what  an  enterprise  architecture  looks  like  that 
encourages  personal  enterprise,  collaboration  and  account¬ 
ability;  achieves  corporate  strategy,  and  protects  everyone 
from  harmful  mistakes. 

•  Show  how  investment  portfolio  management  for  the 
entire  business  can  efficiently  deliver  value  in  a  difficult 
economic  climate. 

There  is  a  pressing  need  for  integrated  leadership  of  busi¬ 
ness  and  technology  change.  With  enterprise  architecture 
and  investment  portfolio  management,  CIOs  have  the  two 
strategic  tools  upon  which  that  leadership  depends.  The 
CIO’s  challenge  is  to  explain  that  these  tools  are  about  people 
and  collaboration,  not  technology.  BQ 


Chris  Potts  advises  companies  on  corporate  and 
IT  strategy  as  a  director  with  the  IT  consultancy 
Dominic  Barrow.  He  is  also  the  author  of  FrulTion: 
Creating  the  Ultimate  Corporate  Strategy  for  Infor¬ 
mation  Technology.  To  comment  on  this  article,  go 
to  www.cio.com/article/437569. 
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One  Market.  Infinite  Possibilities!" 

THE  WORLD’S  LEADER  IN 

HOSTING  CHOOSES  THE  WORLD’S 
LEADING  EXCHANGE  GROUP. 


Two  global  hosts  of  business  converge. 
As  the  world’s  leader  in  hosting,  Backspace  Hosting 
(RAX)  provides  IT  systems  and  computing  to  businesses 
around  the  world.  Since  1998,  Rackspace  has  grown 
more  than  50  percent  a  year.  The  key  to  its  success 
lies  in  what  Rackspace  has  branded  as  Fanatical 
Support®  And  Rackspace  decided  that  things  could 
get  even  better  by  becoming  part  of  the  NYSE — the 
exchange  with  nearly  a  $4  trillion  market  cap  of 
tech,  media  and  telecom  companies  and  identical 
dedication  to  customers  around  the  globe.  The  NYSE 
truly  is  the  perfect  exchange  for  Rackspace. 


rackspace 

HOSTING 


0 


NYSE  |  NYSE  ARCA  |  NYSE  EURONEXT  |  NYSE  ALTERNEXT  |  LIFFE 
|  BONDS  p  EQUITIES  g  MARKET  DATA  §  FUTURES/OPTIONS 

nyx.com 


©2008  NYSE  Euronext.  All  rights  reserved.  NYSE  Euronext  and  its  affiliates  do  not  recommend  or  make  any  representation  as  to  possible  benefits  from  any  securities  or  investments,  or  third- 
party  products  or  services.  Investors  should  undertake  their  own  due  diligence  regarding  their  securities  ancf  investment  practices.  This  advertisement  may  contain  forward-looking  statements 
regarding  NYSE  Euronext  and  its  affiliates.  Such  statements  are  based  upon  the  current  beliefs  and  expectations  or  management  and  are  subject  to  significant  risks  and  uncertainties. 
Actual  results  may  differ  from  those  set  forth  in  the  forward-looking  statements.  All  data  as  of  June  2008.  FANATICAL  SUPPORT  is  a  registered  service  mark  of  Rackspace  US,  Inc. 


Cover  Story  |  IT  Strategy 


At  the  struggl  i  ng  automaker, 
private-equity  ownership 
drives  IT  to  slash  costs 
through  outsourcing  and 
retool  to  compete  globa  I  ly 


o  one  thought  it  would  get  this  bad. 
But  this  summer,  the  U.S.  auto 
ket  officially  hit  the  skids,  put 


bump,  with  its  sales  dropping  21  percent. 

And  there,  at  the  bottom  of  the  heap,  was 
Chrysler. 

The  Auburn  Hills,  Mich.,  automaker’s  June 
sales  fell  36  percent  compared  with  2007 

sales.  In  North  America, 
where  Chrysler  does  91 
percent  of  its  business, 
its  market  share  shrank 
to  less  than  10  percent  for 
the  first  time  in  years.  July 
provided  little  relief,  with 
U.S.  vehicle  sales  falling  to  16-year  lows  and 
Chrysler  announcing  a  29  percent  decrease 
in  sales  compared  to  last  year.  And  that  was 
after  Chrysler  had  announced  plans  to  lay  off 
nearly  30  percent  of  its  employees/reduce 


Iw  mar 

ting  car  manufacturers  on  track  to 
rack  up  the  worst  sales  year  in  a  decade. 

As  gas  rose  to  more  than  $4  a  gallon,  com¬ 
modity  prices  hit  the  roof  and  consumers 
rejected  gas-guzzling  SUVs  and  minivans- 
or,  crippled  by  the  housing  crisis  and  credit 
crunch,  put  off  new  vehicle  purchases  indef¬ 
initely— June’s  U.S.  car  sales  numbers  were 
a  clear  sign  that  things  had  gone  from  bad  to 
worse  for  an  industry  that  was  already  suf¬ 
fering.  General  Motor’s  sales  fell  18  percent. 
Ford’s  slid  28  percent.  Even  Toyota,  which 
analysts  predict  could  soon  overtake  GM  as 
the  U.S.  auto  sales  leader,  hit  a  serious  speed 
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its  product  portfolio  and  shut  down  its 
plants  for  two  weeks  this  summer. 

This  can’t  be  been  what  Cerberus  Capi¬ 
tal  Management,  the  New  York-based  pri¬ 
vate-equity  firm,  which  bought  a  majority 
stake  in  Chrysler  last  August,  was  hop¬ 
ing  the  headlines  would  be,  leading  up  to 
its  one-year  anniversary.  This  year  was 
to  be  one  of  painful  cuts,  to  be  sure,  but 
one  resulting  in  a  return  to  profitability 
in  2009,  a  notion  Cerberus  and  Chrysler 
executives  have  since  abandoned. 

A  turnaround  was  always  going  to  be 
challenging  for  Chrysler  given  today’s 
auto  industry  focus  on  global  markets, 
fuel-efficient  vehicles  and  onboard  tech¬ 
nological  innovation.  Unlike  Ford  and 
GM,  which  have  large  foreign  operations, 
Chrysler  does  little  business  abroad.  It 
remains  dependent  on  heavy  vehicles, 
like  large  pickups,  sport  utilities  and 
minivans.  And  its  vehicles’  technical 
bells  and  whistles  don’t  match  up  to  the 
competition,  says  David  Cole,  chairman 
of  the  nonprofit  Center  for  Automotive 
Research  (CAR).  Chrysler  has  nothing 
like  GM’s  OnStar  system,  Toyota’s  hybrid 
power- train  technology,  Ford’s  Sync  com¬ 
munications  and  entertainment  system 
developed  in  conjunction  with  Microsoft, 
or  BMW’s  onboard  computing. 

Long-term  success  for  the  83-year-old 
company  means  not  just  sandbagging 
until  2010,  when  experts  predict  the 
market  will  turn  around,  but  a  funda¬ 
mental  shift  in  business  strategy.  Being 
private  could  give  Chrysler  a  head  start 
compared  to  public  automakers  that 
have  to  ensure  quarterly  improvements 
to  satisfy  investors.  Chairman  and  CEO 
Robert  Nardelli  touts  the  company  he 
steers  as  “newly  independent,  reinvent¬ 
ing  ourselves  for  success”  and  has  taken 
to  calling  the  company  a  “$60  billion 
startup  with  an  owner-operator  mental¬ 
ity.”  It’s  a  reference  to  Chrysler’s  revenues 
of  $62  billion  in  2006— its  last  full  year 
as  part  of  a  public  company— that  glosses 
over  that  year’s  $1.5  billion  loss.  ( Fortune 
magazine  listed  Chrysler  LLC  as  the 
fourth-largest  privately  held  company 
in  the  country  with  $49  billion  in  2007 
revenues,  although  the  company  will  not 
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confirm  that  figure.)  Still,  “Chrysler  has 
the  opportunity  to  change  and  become 
an  agile  company,”  says  Thilo  Koslowski, 
vice  president  of  automotive  and  vehicle 
technology  for  Gartner. 

To  do  so,  the  automaker  must  embrace 
unconventional  partnerships  with  com¬ 
petitors  to  access  emerging  markets  and 
introduce  new  vehicles  and  features.  It 
must  retool  manufacturing  and  business 
processes  to  be  more  agile  and  efficient. 
And,  to  free  up  the  capital  to  invest  in 
these  changes,  it  must  become  a  drasti¬ 
cally  smaller  company.  At  the  heart  of 
Chrysler’s  transformation  is  its  informa¬ 
tion  technology  organization,  which  itself 
must  not  only  shrink  in  size  and  get  fis¬ 
cally  focused,  but  support  the  more  agile 
and  global  Chrysler  of  the  future. 


That  means  more  partnering  for  cost 
cutting  and  access  to  new  ideas— specifi¬ 
cally,  through  two  IT  services  deals:  one 
with  Computer  Sciences  Corporation 
(CSC)  to  manage  IT  infrastructure  and 
another  with  Tata  Consultancy  Services 
(TCS)  for  applications  development  and 
maintenance.  It  also  means  restructuring 
to  support  the  outsourced  environment, 
aligning  internal  IT  staff  more  closely  with 
the  business— and  doing  it  with  a  staff 
that’s  half  its  original  size.  “The  goal  is  to 
move  from  order  taker  to  innovation  part¬ 
ner.  It  requires  a  change  in  thinking,  a  shift 
in  focus  and,  in  some  cases,  skills,”  says  Jan 
Bertsch,  senior  vice  president,  treasurer 
and  CIO  at  Chrysler.  “We  want  to  drive— 
not  just  react  to— business  growth.” 

IT  is  critical  to  the  turnaround,  say 
onlookers,  but  success  is  far  from 
assured.  “IT  ultimately  needs  to  enable 
automotive  companies  to  remain  agile 
and  better  respond  to  market  needs,” 
says  Koslowski.  “The  move  to  make  their 
own  IT  departments  more  efficient  and 
rely  more  on  partners  is  something  we’re 
seeing  more  and  more  in  the  automotive 
industry,  though  maybe  not  on  the  same 
scale  as  Chrysler.  We’ll  have  to  see  how 
well  it  works  for  them.  There’s  potential 
there,  but  no  guarantee  of  success.” 

Back  from  the  Ashes  Again 

Where  is  Lee  Iacocca  when  you  need  him? 

The  last  time  Chrysler  faced  a  situation 
this  dire— on  the  tail  end  of  the  1970s  oil 
crisis— it  was  Iacocca  who  made  the  tough 
decisions  that  got  the  company  back  on 
track.  He  resized  the  company,  secured  a 
significant  loan  guarantee  from  the  gov¬ 
ernment  and  introduced  the  K-Car  line  of 
inexpensive,  fuel-efficient  cars. 

Chrysler’s  new  management  brought 
the  former  CEO  in  to  rally  the  troops  in 
June.  But  this  time,  it  seems  understood 
that  there  will  be  no  government  guar¬ 
antees,  no  product  to  save  the  day,  no 
turnaround  by  downsizing  alone.  A  more 
fundamental  strategy  shift  is  necessary. 

Always  the  underdog  of  Detroit’s  Big 
Three,  Chrysler  has  slipped  to  fifth  in 
sales— behind  GM,  Ford,  Toyota  and 
Honda— in  its  home  market.  Its  perfor- 
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mance  in  the  near-decade  as  part  of  Daim¬ 
ler  (which  purchased  the  company  in 
1998)  was  mixed.  There  wasn’t  enough  in 
common  between  the  two  giant  automak¬ 
ers  to  pay  off  financially.  “They  couldn’t 
ever  get  any  economies  of  scale,”  explains 
CAR’s  Cole. 

One  of  Chrysler’s  great  traits,  say 
industry  watchers,  has  been  its  willing¬ 
ness  to  take  a  chance  on  a  new  vehicle. 
Most  notable  was  its  introduction  of  the 
minivan  in  1982,  which  paved  the  way 
in  transportation  options  for  millions 


JanBertsch,  Chrysler  SVP,  treasurer  and 
CIO,  wants  her  IT  department  to  “drive— 
not  just  react— to  business  growth.” 

of  future  soccer  moms  and  dads.  But  in 
later  years,  particularly  under  Daimler 
rule,  the  results  were  less  than  stellar. 
The  Chrysler  Crossfire,  a  high-design 
roadster  built  for  Chrysler  by  Karmann 
of  Germany,  wowed  car  show  audiences 
but  stalled  in  dealer  lots  when  it  was 
rolled  out  in  2003.  The  introduction  of 
the  full-size  Jeep  Commander  SUV  in 


2006  was  poorly  timed.  The  new  prod¬ 
ucts  were  an  expensive  hit  or  miss  for 
Daimler;  Chrysler  experienced  years  of 
yo-yo  profit  and  loss,  ending  2006  in  the 
red.  And  Daimler,  which  had  laid  out  $36 
billion  in  stock  for  a  profitable  Chrysler, 
decided  all  bets  were  off. 

Last  February,  Daimler  announced  a 
three-year  recovery  and  transformation 
plan  that  would  eliminate  13,000  jobs  at 
Chrysler  (16  percent  of  its  workforce)  and 
enable  a  return  to  profitability  by  2008. 
Chrysler  was  to  focus  on  cost  cutting  in 
the  short  term  and  pursue  long-term 
global  sales  growth  along  with  a  product 
portfolio  that  included  more  fuel-efficient, 
small  vehicles.  But  the  German  mother 
company  made  it  clear  it  was  considering 
all  options,  including  a  sale. 

At  the  time,  there  were  some  small  IT 
outsourcing  deals  on  the  books,  but  the 
majority  of  IT  work  was  done  in-house 
by  employees  and  supplemental  contrac¬ 
tors.  Seventy  percent  of  the  IT  budget  was 
dedicated  to  keeping  the  lights  on. 

Cerberus  won  the  bidding  war  in 
May  2007,  paying  $7.4  billion  for  an  80 
percent  stake  in  the  company  (of  which 
Daimler  got  just  $1.4  billion,  the  rest  going 
to  fund  Chrysler’s  industrial  and  finance 
operations).  In  August,  the  renamed 
Chrysler  LLC  became  the  first  privately 
held  major  U.S.  automaker  in  more  than 
50  years.  And  a  plan  to  transform  IT 
moved  into  high  gear. 

Cash  Is  King 

Private-equity  firms  have  earned  a  repu¬ 
tation  for  cold-bloodedness.  Cerberus, 
named  for  the  hell  hound  of  Greek  myth 
who  had  a  snake  for  a  tail,  has  little  cause 
to  fight  the  characterization.  It  invests 
in  distressed  companies,  creates  clear 
and  ambitious  financial  targets  and  pur¬ 
sues  those  targets  relentlessly  to  ready 
its  investment  for  divestiture  at  a  profit. 
‘Most  public  companies  are  not  that  ruth¬ 
less,”  says  Alex  Cullen,  research  director 
with  Forrester  Research.  Private-equity 
firms  “make  a  lot  of  money  for  their 
partners  because  they  are  ruthless.”  The 
process  usually  takes  four  to  five  years, 
according  to  the  Private  Equity  Council. 
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Within  days  of  finalizing  the  Chrysler 
deal,  Cerberus  named  Nardelli,  former 
CEO  of  Home  Depot  and  Jack  Welch 
acolyte  of  GE,  Chrysler’s  chief  executive. 
Nardelli  was  quick  to  extol  the  benefits 
of  private  ownership.  “It  helps  us  be  lean, 
agile,  decisive  and  fast  to  act  on  market 
opportunities,”  he  reiterated  at  the  Inter¬ 
national  Motor  Press  Association  break¬ 
fast  in  March. 

That  would  be  a  big  shift  for  any  car- 


to  say”  whether  Cerberus  would  have 
shelled  out  for  Chrysler  if  it  had  known 
last  year  what  would  happen  to  gas  prices, 
though  he  added  that  the  private-equity 
firm  was  not  second-guessing  its  invest¬ 
ment.  Chrysler  spokeswoman  Mary  Beth 
Halprin  confirms  that  Cerberus’s  iiber- 
goal— the  2009  return  to  profitability— 
“has  been  adjusted,”  based  on  current 
market  conditions.  “We  haven’t  given  a 
revised  time  frame,  due  to  the  continuing 


named  the  VP  and  CIO  for  Chrysler  and 
Mercedes-Benz  in  2006.  Technology,  she 
says,  has  always  taken  a  back  seat  to  cars. 

“Understanding  the  financial  side  of  the 
business  is  critical  and  it’s  the  basis  for 
all  business  decisions  including  IT  invest¬ 
ments,”  says  Bertsch. 

“We’re  living  in  times  of  unprecedented 
change,  and  my  personality  is  pretty  well- 
suited  to  change.  I’m  always  pressing  for 
new  things  and  challenging  the  status 


Previously,  Chrysler  business  partners  felt  they  could  bring 
in  supplemental  IT  employees  anytime  they  needed  help.  In  an 

outsourced  environment,  they'll  have  to 
prioritize  projects  and  work  within  structured  processes. 


maker,  say  analysts.  Chrysler  may  have 
introduced  some  innovative  products 
over  the  years,  but  like  most  auto  man¬ 
ufacturers,  it  takes  nearly  four  years  to 
bring  them  to  market.  A  few  carmakers, 
notably  Honda  and  Toyota,  have  invested 
in  digital  manufacturing  systems  that 
enable  them  to  be  more  flexible,  adjust¬ 
ing  product  production  and  volumes  to 
changing  market  conditions  and  shaving 
up  to  a  year  off  the  automobile  product 
lifecycle.  (To  learn  about  India’s  Tata 
Motors’  embrace  of  digital  manufactur¬ 
ing,  see  “Digital  Manufacturing  Makes 
Automakers  More  Agile,”  Page  38.)  “At 
Chrysler,  that  hasn’t  been  the  case,”  says 
Gartner’s  Koslowski,  but  it’s  important 
now.  “Alignment  between  supply  and 
demand— and  the  processes  and  technol¬ 
ogies  that  will  enable  that— is  something 
that  Chrysler  is  focusing  on  quite  a  bit.” 

Experts  say  that  a  private  owner  like 
Cerberus  could  offer  more  breathing  room 
to  make  fundamental  changes— a  couple 
of  years  instead  of  a  single  quarter. 

Patience  is  a  virtue  now.  Early  this 
summer,  Chrysler  implemented  its  third 
round  of  cost  cutting  since  November, 
raising  vehicle  prices  2  percent,  shutting 
down  a  minivan  plant  and  decreasing  pro¬ 
duction  of  one  of  its  most  popular  vehicles: 
the  Dodge  Ram  pickup.  All  while  fighting 
off  rumors  of  impending  bankruptcy. 

Nardelli  admitted  at  a  Wall  Street  Jour¬ 
nal  conference  in  June  that  it  is  “hard 


changes  in  the  marketplace,”  she  adds. 

Meanwhile,  Chrysler’s  management 
must  be  laser-focused  on  cash  flow. 
They’re  working  to  improve  working 
capital,  dispose  of  nonearning  assets 
and,  where  it  makes  sense,  reinvesting 
in  product  development  and  innovation, 
Nardelli  has  said. 

For  Bertsch  and  her  team,  that  means 
IT  must  lower  its  fixed  costs— and  fast. 
“The  feeling  of  senior  management  was 
that  IT  was  spending  too  large  a  por¬ 
tion  of  its  budget  on  maintenance  and 
not  enough  on  strategic  new  initiatives,” 
explains  Bertsch,  noting  that  both  appli¬ 
cations  and  maintenance  costs  have  been 
a  drain.  Chrysler’s  IT  department  is  not 
alone  in  that  criticism.  “The  auto  industry 
is  rationalizing  more  and  more  across  all 
departments,”  says  Gartner’s  Koslowski, 
“and  IT  is  an  area  where  the  company 
wasn’t  always  sure  the  investment  was 
bringing  the  value  it  needed  to.” 

Private  equity  brings  that  critique  into 
sharper  relief.  Says  Forrester’s  Cullen: 
“It’s  not  a  hostile  environment,  per  se,  but 
nothing’s  taken  for  granted.  No  IT  invest¬ 
ment  will  be  made  unless  it’s  essential  to 
keep  business  running  or  helps  some 
aspect  of  a  future  sale.” 

Bertsch,  a  native  Detroiter,  may  be 
uniquely  suited  to  the  CIO  role  in  this 
iteration  of  Chrysler.  She  spent  her 
29-year  auto  industry  career  in  finance  at 
Ford  and  Daimler-Chrysler  before  being 


quo,”  she  says.  “I  knew  we  had  to  consider 
a  lot  of  options  as  we  decided  how  to  react 
to  this  challenge  and  transform  our  com¬ 
pany  and  the  IT  organization.” 

Global  Partnering  for 
Cost  Cutting anoProfit 

IT’s  goals  go  beyond  cost  cutting  to  sup¬ 
porting  and  enabling  the  more  global 
company  Chrysler  has  to  become.  The 
company  lost  any  real  international  con¬ 
nections  it  had  when  it  cut  ties  with  Daim¬ 
ler.  And  according  to  some  critics  inside 
and  outside  Chrysler,  the  company  has 
not  only  relied  too  much  on  U.S.  sales,  it’s 
been  too  reliant  on  American  suppliers 
and  partners  to  design  and  build  its  cars. 
To  compete  in  the  global  car  market,  they 
say,  Chrysler  must  partner  abroad.  “No 
matter  how  big  they  are,  automakers  can’t 
be  unique  in  every  aspect  of  car  design.  So 
it  makes  sense  to  partner  not  just  for  cost 
arbitrage,  but  innovation  arbitrage,”  says 
C.K.  Prahalad,  coauthor  of  The  New  Age 
of  Innovation  and  professor  of  corporate 
strategy  at  the  University  of  Michigan 
Ross  School  of  Business. 

Indeed,  the  few  positive  pronounce¬ 
ments  that  have  come  out  of  the  cloistered 
new  Chrysler  have  been  its  deals  with  for¬ 
eign  suppliers  and  competitors.  On  the 
supplier  side,  Chrysler  will  be  the  first 
American  automaker  to  source  some  of 
its  seats  from  an  Indian  company,  Delhi- 
based  Krishna  Maruti.  In  product  develop- 
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February  2007  Daimler- 
Chrysler  announces  a 
three-year  plan  for  Chrysler 
that  would  eliminate 
13,000  jobs  (16  percent  of 
its  workforce);  Chrysler’s 
IT  organization  begins  to 
explore  outsourcing  options 


August  Cerberus 
takes  control; 
Robert  Nardelli  is 
named  chairman 
and  CEO.  Jan 
Bertsch  is  named 


CIO. 


December  Chrysler 
disputes  media  reports 
that  it  is  in  serious 
financial  trouble. 


June  Chrysler’s  U.S. 
market  share  drops 
below  10  percent. 
Announces  more  cuts. 


August  Posts  a  $1.1  billion 
operating  profit  for  the  first 
half  of  2008,  though  still 
losing  money  overall. 


A  ROUGH  ROAD 


December  2006 

Chrysler  loses 
$1.5  billion. 


May  Private-equity 
firm  Cerberus  Capital 
Management  pays  $7.4 
billion  for  an  80  percent 
stake  in  Chrysler. 


Despite  steps  since  2006  to  repair  Chrysler’s  sputtering 
fortunes,  the  company  hits  one  bump  after  another 


November  Chrysler 
announces  that  it  will 
lay  off  up  to  12,000 
additional  workers  (15 
percent  of  workforce) 
and  eliminate  four 
product  lines. 


April  2008 

Chrysler  signs 
outsourcing 
deals  with  Tata 
Consultancy 
Services  and 
Computer 
Sciences  Corp. 


July  Chrysler  shuts  down 
all  but  its  most  essential 
operations  for  two  weeks  to 
save  money. 


ment  and  sales,  it  appears  no  partnerships 
are  off-limits.  In  April,  Chrysler  signed  a 
deal  with  Nissan  whereby  the  Japanese 
manufacturer  will  supply  Chrysler  with 
a  version  of  its  subcompact  sedan,  and 
Chrysler  will  give  Nissan  a  version  of  its 
full-size  pickup.  And  in  July,  the  Ameri¬ 
can  automaker  inked  a  deal  with  China’s 
Chery  to  build  small  cars  in  Asia  that 
Chrysler  can  market  globally. 

Those  moves  mean  that  IT  must  sup¬ 
port  a  dispersed  organization  that  extends 
beyond  Chrysler  and  beyond  the  United 
States  while  still  reducing  IT  costs.  To 
make  the  transformation,  IT  must  do 
more  partnering  of  its  own. 

Last  winter— pre-Cerebus— the  IT 
organization  was  trying  to  figure  out  how 
to  reinvent  itself  to  support  Chrysler’s 
three-year  turnaround  plan.  “We  took 
a  good  hard  look  at  ourselves— where 
we  were  most  efficient  and  where  we 
should  partner  with  other  suppliers,” 
says  Bertsch,  who  worked  at  Ford  for  20 


years  before  heading  over  to  Chrysler  in 
2001.  That  benchmarking  and  analysis 
took  five  months  and  concluded  that  IT 
could  benefit  from  outsourcing  more  on 
both  the  applications  and  infrastructure 
sides  of  the  house.  Doing  so  may  enable 
the  IT  group  to  focus  on  partnering  with 
the  business  on  agile  manufacturing 
processes  or  international  partnerships. 
“They’re  outsourcing  [the  maintenance]  so 
they  can  focus  on  more  strategic  projects 
that  will  enable  the  company  to  be  more 
agile  and  responsive,”  says  Koslowski. 

Industry  watchers  say  that  when  Cer¬ 
berus  took  over  and  Bertsch  was  named 
CIO,  the  pressure  to  outsource  increased. 
Bertsch  would  not  confirm  that  the  new 
bosses  pushed  outsourcing  harder  but 
says  Cerberus  executives  have  been 
a  great  “thought  partner”  for  her  and 
her  team.  (Chrysler  added  treasurer  to 
Bertsch’s  role  last  month.) 

Private-equity  investors  are  keen  to 
outsource  in  many  functional  areas  of 


business  to  cut  costs  quickly.  “They  can’t 
afford  to  get  bogged  down  in  things  that 
don’t  work,”  explains  Stephen  Kotler,  CFO 
of  private -equity  firm  Watermill  Group. 
Watermill  brings  in  Indian  outsourcer 
Patni  Computer  Systems  to  assess  the  IT 
infrastructure,  strategy  and  sufficiency 
of  IT  assets  of  its  potential  acquisitions, 
and  often  take  over  portions  of  the  target’s 
IT  portfolio  once  a  deal  is  concluded.  A 
private-equity  firm  will  look  at  the  time 
and  money  it  would  take  to  manage  mis¬ 
sion-critical  IT  projects  and  coordinate 
the  necessary  changes  with  internal  IT 
staff  versus  an  external  partner.  In  most 
cases,  says  Kotler,  outsourcing  is  more 
expedient  and  cost  effective. 

In  2001  and  2002  under  Daimler, 
Chrysler  had  signed  some  smaller  out¬ 
sourcing  deals  with  a  handful  of  Indian 
providers  and  a  North  American  provider. 
“We  were  mainly  in  time  and  material 
mode,  leveraging  labor  cost  arbitrage 
rather  than  leveraging  best  practices,” 
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%  In  recent  years,  CIOs  and  IT  leaders  have 
attempted  to  optimize  their  enterprise 
architectures  (EAs)  by  investing  in  promising 
solutions  such  as  enterprise  resource  planning 
(ERP)  and  service-oriented  architecture  (SOA). 
While  they  have  seen  some  benefits,  many  IT 
executives  are  still  searching  for  the  agility, 
reduced  complexity  and  ROI  they  expected. 

The  burden  facing  CIOs  is  more  common  than  one 
might  expect.  A  recent  survey  of  senior  IT  executives, 
conducted  by  IDG  Research  Services,  reveals  that  de¬ 
spite  significant  investments  in  ERP,  IT  is  still  having  dif¬ 
ficulty  aligning  with  business  strategy — whether  or  not 
the  business  has  also  implemented  SOA.  In  addition,  just 
over  half  of  respondents  say  their  EA  is  only  “somewhat” 
effective  in  responding  to  organizational  changes. 

Pressing  Priorities  Linger 

Independent  of  the  technology  route  IT  leaders  take 

in  moving  their  organizations  forward,  the  overarching 

problems  hampering 
sustainable  success 
remain.  This  is  evident 
in  the  survey  results, 
which  show  that  only 
50  percent  of  respon¬ 
dents  have  achieved 
benefits  from  their  ERP 
implementations. 

Companies  have  made 
significant  investments 
in  emerging  technolo¬ 
gies  toward  the  goals 
of  optimizing  their  IT 
architecture  and,  in 
the  long  run,  reducing 
costs.  Unfortunately, 
they  are  still  trying  to 
get  costs  under  control. 
The  IDG  survey  also 
revealed  these  lingering 
concerns: 

•  Achieving  alignment  with  corporate  goals  (46 
percent).  IT  leaders  are  looking  to  align  EA  to  busi¬ 
ness  strategy  and  objectives,  an  outcome  they  often 


Complexity,  cost  and  agility  are  the  biggest 
pain  points  in  the  Enterprise  Architecture 

Q:  What  are  the  biggest  pain  points  in  your 
enterprise  architecture ? 


Complexity 

Costs 

Agility/flexibility  to 
react  to  changes 

Ability  to  monitor  success 
(writing  KPIs,  etc.) 

Maintenance 
Data  security/privacy 
Time  to  market 
Productivity 
Other 

None  of  the  above 
Not  sure 


32% 


Base:  84  qualified 
respondents  with 
an  EA  aligned  with 
the  companies’ 
business  model 


struggle  to  achieve.  As  a  result,  some  IT  executives 
find  themselves  in  the  daunting  position  of  trying  to 
figure  out  where  things  went  wrong. 

•  Determining  where  or  how  to  start  (25  percent).  CIOs 
know  they  must  achieve  business  and  IT  alignment, 
but  they  are  too  overwhelmed  with  increasing  respon¬ 
sibilities  and  stretched  budgets  to  initiate  the  process. 

These  challenges  ring  true  for  Tim  Turner,  master  of 
resource  technology  for  TIM,  a  Charleston,  S.C. -based 
biomedical  research  and  trials  organization.  Turner  ex¬ 
plains  that,  in  launching  and  ultimately  supporting  his 
international  firm’s  EA  platform,  ensuring  effectiveness 
has  remained  difficult.  In  his  situation,  the  biggest  area 
of  concern  surrounds  communicating  and  convincing 
personnel  in  dispersed  locations  that  the  IT  depart¬ 
ment’s  approach  makes  the  most  sense  for  the  orga¬ 
nization  as  a  whole.  “There  are  often  country-specific 
cultural  aspects  that  enter  into  the  equation,  which 
have  the  ability  to  overshadow  the  goal,”  he  says. 

Bottom  Line 

Considering  that  many  organizations  have  not  been 
able  to  address  the  issues  of  complexity,  it  is  under¬ 
standable  that  many  CIOs  wonder  where  to  start  and 
how  to  get  the  most  from  their  ERP  and  SOA  initiatives. 

Companies  must  first  look  to  reduce  complexity  by 
differentiating  between  strategic,  operational  and  tac¬ 
tical  tasks,  explains  Jurgen  Bauer,  partner,  Lodestone 
Management  Consultants  AG,  a  global  consulting  firm 
focused  on  business  transformation.  It  is  imperative  to 
focus  on  “breaking  down  into  individual  components— 
focusing  on  core  applications  first,  and  not  trying  to  do 
it  all  at  the  same  time,”  he  says.  :: 


Go  to  www.cio.com/whitepapers/lodestone  to  obtain 
a  free  download  of  the  research  results  with  insightful 
commentary  from  key  respondents. 
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recalls  Alex  Beylin,  Chrysler’s  informa¬ 
tion  technology  management  director 
who  oversees  the  applications  group  and 
the  IT  transformation.  But  they  weren’t 
sending  out  nearly  as  much  IT  work  as 
rival  GM,  which  had  bought  EDS  in  the 
mid-’80s,  spun  it  off  in  1996,  then  signed 
on  a  10-year  deal  with  the  IT  services 
provider.  More  recently,  GM  CIO  Ralph 
Szygenda  has  marketed  himself  as  a  pio¬ 
neer  of  what  he  calls  the  “third  wave”  of 
outsourcing,  in  which  competing  IT  ser¬ 
vice  providers  work  together  to  support 
GM.  “My  cross-town  peers  are  dealing 
with  the  same  things,  although  they’re 


says  Bertsch,  is  that  CSC  will  bring  effi¬ 
ciencies  and  economies  of  scale  to  the 
infrastructure  side  of  the  house,  while 
TCS  helps  IT  reduce  the  size  and  scope 
of  its  complex  suite  of  large  applications. 

“We  don’t  want  to  tell  our  global  suppliers 
what  the  best  practices  are  in  supporting 
us  anymore,”  says  Beylin.  “We  want  to 
empower  them  to  do  that.” 

The  service  providers  also  give  Chrysler 
IT  more  global  reach,  says  Bertsch.  “We 
foresaw  our  future  with  a  desire  to 
grow  internationally,”  says  Bertsch.  “We 
needed  to  make  sure  IT  was  positioned  to 
provide  all  the  expertise  and  support  we 


how  well  the  company  can  adjust  inter¬ 
nally,”  he  adds,  to  support  the  dramatic 
increase  in  outsourcing. 

The  Pain  of  Change 

And  it  has  been  a  huge  adjustment  for 
Chrysler,  where  the  average  tenure  of 
employees  is  20  years. 

Most  painful,  perhaps,  have  been  the 
layoffs.  Bertsch  says  she’s  hesitant  to 
talk  about  headcount  numbers  in  detail 
because  “it  has  not  been  a  one-event 
kind  of  situation.”  Some  employees  were 
eligible  to  retire.  The  outsourcers  hired 
some.  Some  stayed  on  at  Chrysler.  Others 


“IT  must  lower  its  fixed  costs— and  fast.  The  feeling  of  senior 

management  was  that  IT  was  spending  too  large 
a  portion  of  its  budget  on  maintenance 

and  not  enough  on  strategic  new  initiatives.” 

-JAN  BERTSCH,  SVP,  TREASURER  AND  CIO,  CHRYSLER 


in  different  phases,”  says  Bertsch.  “GM 
has  outsourced  a  lot  sooner  and  maybe 
more  portions  of  the  business.” 

Once  Chrysler’s  IT  leaders  decided 
what  they  wanted  to  outsource— and 
after  taking  several  months  to  disentangle 
Chrysler  from  Daimler— they  signed  two 
outsourcing  deals  to  limit  uncertainty  and 
defections  within  the  IT  workforce.  “We 
didn’t  want  our  subject-matter  experts 
uncertain  about  where  their  career  paths 
were  headed,”  says  Bertsch.  “So  we  came 
to  a  decision  to  transfer  the  business  as 
quickly  as  we  could.” 

In  early  April,  Chrysler  signed  a  deal 
with  Mumbai-based  TCS  for  applica¬ 
tion  and  maintenance  support  services 
for  an  undisclosed  amount  (TCS,  like 
Tata  Motors,  is  a  part  of  the  Tata  Group, 
although  it  operates  as  an  independent 
company).  A  few  days  later,  Chrysler  con¬ 
firmed  a  deal  with  CSC,  also  for  an  undis¬ 
closed  amount,  to  provide  mainframe, 
server  and  storage  services  worldwide, 
and  applications  support,  maintenance 
and  development  services  for  a  portion  of 
Chrysler’s  application  portfolio. 

Chrysler  had  worked  with  TCS  on 
smaller  development  and  maintenance 
projects  in  the  past.  The  hope  this  time, 


could.”  Not  only  will  CSC  and  TCS  be  able 
to  leverage  their  scale  and  efficiency  to 
Chrysler’s  advantage,  she  says,  the  hope 
is  that  they  can  introduce  new  processes 
to  Chrysler  and  bring  innovative  ideas  to 
the  IT  organization.  Beylin  says  he’s  final¬ 
izing  a  framework,  in  conjunction  with 
CSC  and  TCS,  to  foster  collaboration  and, 
hopefully,  innovation  between  Chrysler 
and  its  IT  partners.  The  outsourcers  will 
be  required  to  put  together  business  cases 
for  better  ways  to  do  things. 

Though  Chrysler  won’t  provide  any 
specifics,  Bertsch  says  that  IT  has  already 
seen  benefits  from  the  deals,  despite  the 
training,  travel  and  separation  costs  asso¬ 
ciated  with  the  transfer  of  work  to  the  IT 
service  providers.  “We’re  seeing  relatively 
quick  payback  here,”  says  Bertsch.  “And 
it’s  something  we  think  is  sustainable.” 

But  improvements  to  IT  operations 
aren’t  guaranteed  when  a  company  out¬ 
sources  large  components  of  it,  says  Gart¬ 
ner’s  Koslowski.  “It  has  a  lot  to  do  with 


Outsourcing  Infrastructure 
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were  simply  let  go.  The  bottom  line  is  that 
Chrysler’s  internal  IT  staff  will  be  half  its 
original  size.  Bertsch  started  a  year  ago 
with  a  team  of  2,000,  including  contract 
workers.  By  the  end  of  the  reorganization, 
she’ll  have  just  1,000. 

“It’s  the  biggest  transformation  IT  has 
gone  through  here,”  says  Bertsch.  And 
the  most  difficult  one.  “It’s  personal,  and 
it’s  important  to  all  of  us,”  she  says.  Com¬ 
munication  with  staff  about  outsourcing 
plans  has  been  constant.  “We  were  very 
open  with  why  we  felt  the  transformation 
was  necessary,  what  we  found  during 
our  months  of  study,  why  we  chose  cer¬ 
tain  suppliers,  the  results  of  the  quoting 
process,”  says  Bertsch.  “Now  that  we  are 
where  we  are,  people  may  finally  appreci¬ 
ate  some  of  that.” 

Still,  she  acknowledges  that  morale 
took  a  hit.  The  transition  of  the  majority  of 
the  infrastructure  work  to  CSC  happened 
quickly,  but  the  transition  of  application 
work  is  ongoing. 

Nevertheless,  Bertsch  says,  she  has 
been  surprised  by  how  well  the  remain¬ 
ing  team  has  pulled  together.  “I  was 
completely  overwhelmed  by  the  way  the 
team  has  tried  to  execute  such  a  difficult 
transition,”  she  says.  The  massive  reor- 
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DIGITAL 

MANUFACTURING 
MAKES  AUTOMAKERS 
MORE  AGILE 


Software  helps  Tata  Motors  plan  manufacturing 
processes,  cut  time  to  market 


Like  other  automak¬ 
ers,  profits  for  India’s 
Tata  Motors  are  being 
squeezed:  On  July  30,  the 
company  reported  a  30 
percent  drop  in  net  income 
despite  a  14.4  percent 
increase  in  sales.  Analysts 
blame  increased  steel  prices. 

To  cope  with  rising  costs, 
Tata  Motors  deployed  a  digi¬ 
tal  manufacturing  system— 
Dassault  Systemes'  Digital 
Enterprise  Lean  Manufactur¬ 
ing  Interactive  Application 
(Delmia)— to  make  its  pro¬ 
cesses  more  efficient. 

Honda  and  Toyota  have 
also  invested  in  digital  manu- 


Tata  Motors  Nano 

facturing  technology.  Mean¬ 
while,  General  Motors  has 
built  its  own  plant  manage¬ 
ment  system,  which  includes 
a  tool  for  modeling  and  vali¬ 
dating  plant  floor  systems. 

"For  an  automotive 
company,  a  key  competi¬ 
tive  advantage  is  its  ability 
to  introduce  new  products 


in  a  very  short  span  of  time. 
We  realized  that  the  design 
of  our  existing  manufactur¬ 
ing  process  was  slowing  us 
down,”  recalls  Probir  Mitra, 
former  senior  general  man¬ 
ager  for  IT  at  Tata  Motors, 
who  retired  earlier  this  year. 

Delmia,  which  cost  the 
company  $60  million,  auto¬ 
mates  previously  manual 
processes  in  product  design 
and  production-engineering 
planning— steps  that  include 
planning  manufacturing  pro¬ 
cesses,  designing  a  plant’s 
layout  and  simulatingthe 
impact  of  those  plans.  The 
application  integrates  with 
SAP  to  provide  process¬ 
timing  data,  which  is  used  to 
cost  out  a  product. 

The  system  enabled  Tata 
Motors  to  reduce  manufac¬ 
turing  planning  costs  for  its 
highly  touted  Nano  by  20 
percent.  The  car  is  expected 
to  list  for  $2,500  when  it 
becomes  available  this  fall. 

Tata  Motors  also  uses 
Delmia  to  optimize  factory 


layouts  as  well  as  to  simulate 
a  change  of  product  on  an 
existing  line.  Assembly-line 
robots  can  be  programmed 
offline,  instead  of  waiting 
for  holidays  or  scheduling  a 
shutdown.  As  a  result,  time 
to  market  for  new  passenger 
vehicles  has  been  reduced  by 
at  least  six  months. 

Although  Tata  Motors 
has  used  Delmia  to  model 
production  for  variants  of 
the  same  product  line  (for 
example,  hatchback  and 
sedan  versions  of  the  same 
car  model),  Nitin  Rajurkar, 
general  manager  for  technol¬ 
ogy  production  services  with 
the  company's  passenger 
car  business  unit,  isn’t  cer¬ 
tain  how  the  system  would 
perform  when  different 
models  are  produced  at  the 
same  facility.  "We  haven’t  yet 
validated  that,”  he  says.  "We 
want  to  know  how  the  system 
will  cope  with  multiple 
variants.” 

-Gunjan  Trivedi 
and  Elana  Varon 


ganization  is  “very,  very  uncomfortable 
for  employees,  but  it’s  also  brought  some 
level  of  stability  and  a  somewhat  longer- 
term  focus,”  notes  CAR’s  Cole.  “Often, 
when  there’s  that  sense  of  urgency,  people 
tend  to  all  pull  together.” 

Accepting  the  reality  of  a  much  smaller 
IT  group  is  only  one  hurdle  Bertsch’s  team 
faces.  “We’re  talking  about  preparing  our 
folks  for  cultural,  process,  even  in  some 
ways  behavioral  changes  about  how  some¬ 
one  manages  his  or  her  work,”  Bertsch 
says.  For  example,  as  with  any  company 
that  outsources  its  IT,  those  who  remain 
have  to  learn  a  different  way  of  managing 
demand  from  the  business  units.  “If  that’s 
not  managed  well,  that  demand  will  go 
direct  to  the  outsourcers,  who  can  have 
a  field  day  with  it,  depending  on  how  the 
contract  is  written,”  warns  Forrester’s 


Cullen.  Previously,  business  partners 
felt  they  could  bring  in  supplemental  IT 
employees  anytime  they  needed  help.  In 
an  outsourced  environment,  they’ll  have 
to  prioritize  projects  and  work  within 
structured  processes. 

Chrysler  IT  staff  also  need  the  skills 
to  manage  a  vendor,  instead  of  managing 
the  work  of  IT  itself.  Bertsch’s  remaining 
employees  will  focus  on  managing  sup¬ 
pliers,  maintaining  the  relationship  with 
business  users  and  planning  IT  architec¬ 
ture.  The  upside,  says  Bertsch,  is  that  her 
team  will  have  more  time  to  partner  with 
product  development,  sales  and  market¬ 
ing,  or  manufacturing  and  engineering. 
Take  the  new  Nissan  deal.  “Before,  we 
were  spending  so  much  time  and  budget 
on  just  maintaining,”  says  Bertsch.  “Now 
as  we’re  building  these  new  partner¬ 


ships  on  the  international  front,  we  can 
be  involved  from  a  technology  standpoint 
in  how  we  integrate  with  them.” 

But  all  these  big  plans  for  the  future 
have  to  be  made  amid  today’s  punish¬ 
ing  business  climate.  Bertsch  knows  she 
can’t  do  anything  about  the  cost  of  com¬ 
modities,  the  credit  markets,  the  price  of 
a  gallon  of  gas.  But  those  things,  she  says, 
just  make  her  team’s  goals  more  criti¬ 
cal.  “There  are  always  those  things  in  the 
environment  that  you  can  control,”  says 
Bertsch.  “We’re  going  through  the  trans¬ 
formation  here  and  changing  the  way  our 
business  model  works  so  we  can  operate 
differently  in  the  future.”  GID 


Stephanie  Overby  is  a  freelance  writer  based 
in  Boston.  Share  your  comments  at  www.cio. 
com/article/443764. 
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We  wouldn’t  want  to  tell  you  how  or  where  to  travel,  but  since 
the  Panasonic  Toughbook®  52  now  features  the  embedded 
Gobi™  Global  Mobile  Internet  solution,  the  world  is  your  hotspot. 
This  full-powered  desktop  replacement  laptop  can  now  utilize 
the  leading  3G  wireless  networks  virtually  anywhere  on  earth, 
without  ever  changing  modems  or  updating  firmware.  That 
means  you’ll  connect  wherever  a  cell  phone  can,  with  multiple 
carrier  access  for  transparent  global  roaming.  Couple  that  with 
the  Toughbook  52’s  full  magnesium  alloy  case,  shock-mounted 
hard  drive  and  spill-resistant  design  and  you’ll  have  the  perfect 
partner  no  matter  where  life  takes  you. 
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Intelligence  Agency  to  interview  its  Cl 
some  other  CIO,  at  some  other  company,  in  sor 
script  office  park. 
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After  clearing  the  checkpoints/you  are 
A1  Tarasiuk,  flanked  by  two  public  affairs  people  ; 
a  seventh-floor  corner  office  with  a  sprawling  view 
Dressed  in  a  conservative  shirt  and  tie,  he  looks  like  the 
large  multinational.  On  his  bookshelf  sit  such  IT  reads 
The  New  CIO  Leader  and  Enterprise  Architecture  As  Strategy. 
like  his  private-sector  peers,  Tarasiuk  has  en 
for  infrastructure,  applications,  hardwar< 
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Creating  a  governance 
board  to  make  big, 
strategic  IT  decisions  is 

one  of  CIO  A1  Tarasiuk’s 

key  accomplishments. 
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Who  Is 


Title:  CIO,  Central  Intelligence  Agency 

Appointed:  Oct,  1, 2005 
Age:  50 

Education:  B.$.  in  electrical  engineering,  The  New  Jersey  Institute  of 
Technology;  M.S.  in  engineering  management,  George  Washington 
University 

CIA  Career:  Joined  the  CIA  in  1986  as  an  electrical  engineer  develop¬ 
ing  and  implementing  radio  frequency  systems.  He  advanced  quickly 
as  a  technical  manager,  program  manager  and  senior  executive, 
serving  in  roles  of  increasing  responsibility.  Prior  to  becoming  CIO,  he 
was  director  of  the  CIA's  Information  Services  Center,  responsible  for 
development,  deployment  and  operational  support  of  the  CIA  global 
information  technology  infrastructure,  Tarasiuk  reports  directly  to  the 
director  of  the  CIA  and  is  a  member  of  the  CIA  Corporate  Board. 
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framed  images  show  the  charred  remains  of  the  World  Trade 
Center  and  the  disfigured  Pentagon  in  the  aftermath  of  9/11. 
When  asked  if  they  help  him  remember  the  CIA’s  current  mis¬ 
sion  in  the  war  on  terror,  Tarasiuk  says  that  he  can  never  forget. 
“Everyone  in  this  building  believes  we  are  at  war,”  he  says,  “and 
that’s  the  pace  we  operate  at  every  day.” 

The  photos  are  a  stark  reminder  of  the  mission  that  Tara¬ 
siuk  and  his  IT  team  support  at  “The  Company.”  But  while  the 
context  of  his  business  is  unique,  the  CIA’s  CIO  faces  the  same 
challenges  that  IT  leaders  do  at  private-sector  companies:  anti¬ 
quated  information-management  systems,  siloed  data,  dealing 
with  Web  2.0,  partnering  with  the  business.  Sound  familiar? 
It’s  just  that  national  security  concerns  and  a  culture  where 
spying  and  deception  are  part  of  the  business  add  another  layer 
of  complexity  to  attaining  true  business-IT  alignment. 

And  just  as  in  the  corporate  world,  business  necessity  (the 
need  to  deliver  and  share  better  intel  faster)  is  compelling  the 
CIA’s  transformation  from  a  secretive  and  siloed  organization 
into  one  that  is  more  agile  and  open.  One  of  the  keys  to  the  pro¬ 
cess  has  been  turning  IT  into  a  strategic  partner  to  the  business, 
one  that  enables  it  to  run  more  efficiently. 

So  Tarasiuk’s  mission  is  the  corporatization  of  CIA  IT— no  small 
feat.  “My  boss,”  he  says  of  CIA  Director  Gen.  Michael  Hayden, 
“has  asked  me  to  establish  ‘corporate  everything’  for  IT.”  To  do 
that  means  positioning  IT  as  “an  enabler  of  mission  and  not  just  a 
technology  shop  that’s  delivering  a  desktop,”  he  says. 

The  events  of  9/11  escalated  the  agency’s  need  for  first-rate 
intelligence,  enterprisewide  data  sharing  and  agile  IT  systems 
on  the  back  end.  Tarasiuk  has  worked  to  deliver  that.  He  has 


opened  up  the  spy  agency  to  greater  collaboration 
and  information  sharing  by  using  Web  2.0  tech¬ 
nologies,  instituted  a  new  IT  governance  team, 
embraced  agile  project  management  method¬ 
ologies  and  virtualized  1,000  servers  in  a  move 
projected  to  save  $18  million  this  year.  In  addition, 
his  team  replaced  CIRAS— the  CIA’s  outmoded 
information-handling  system— with  a  more  mod¬ 
ern  and  user-friendly  system  called  Trident. 

The  CIA’s  IT  makeover  is  a  work  in  progress. 
However,  if  the  IT  department  at  The  Company 
can  learn  to  be  agile  and  collaborative— and  still 
maintain  national  security— so  can  yours. 

“The  new  priority  is  setting  deadlines  and 
meeting  goals,”  says  Ken  Westbrook,  chief  of 
business  information  strategy  in  the  Directorate 
of  Intelligence,  which  analyzes  intelligence  and 
writes  reports  for  top  U.S.  policy  makers.  His  liai¬ 
son  role  between  IT  and  the  directorate  is  part  of 
Tarasiuk’s  overhaul.  “We’ve  got  to  deliver  on  time 
and  on  budget.” 

The  Seeds  Of  Change 

Change  often  comes  from  outside  an  organiza¬ 
tion.  Such  was  the  case  at  the  CIA.  The  catalyst  was  the  2004 
creation  of  the  Office  of  the  Director  of  National  Intelligence 
(DNI),  charged  with  overseeing  all  16  U.S.  intelligence  organiza¬ 
tions  and  integrating  foreign,  military  and  domestic  intelligence 
in  defense  of  the  United  States  and  its  interests  abroad. 

The  DNI’s  director,  Michael  McConnell,  is  taking  great  pains 
to  replace  the  “need  to  know”  culture  with  “responsibility  to  pro¬ 
vide”  among  the  organizations.  The  shift  is  significant, because 
it  replaces  knowledge  hoarding  with  knowledge  sharing.  Both 
technically  and  culturally,  this  is  no  easy  task. 

“What’s  happening  at  the  CIA  is  really  representative  of 
what’s  happening  governmentwide.  You  have  a  number  of 
agencies  with  antiquated  systems  and  the  challenges  in  front  of 
them  require  a  lot  more  flexibility,  speed  and  agility,”  says  Lena 
Trudeau,  a  program  director  at  the  National  Academy  of  Public 
Administration  (NAPA),  a  nonprofit,  independent  Washington, 
D.C.,  government  advisory  group.  She  studies  how  Web  2.0  and 
collaborative  technologies  can  help  solve  the  U.S.  government’s 
complex  problems.  These  sorts  of  challenges  require  agencies 
“to  act  in  a  different  way  than  a  lot  of  these  legacy  systems  and 
processes  allow.” 

Long-standing  interagency  rivalries  also  won’t  vanish  over¬ 
night.  Cultural  differences— even  inside  the  CIA— will  be  dif¬ 
ficult  to  quell.  “The  big  push  to  share  is  a  much  harder  problem 
than  anyone  wants  to  admit,”  says  Ken  Orr,  head  of  the  Ken  Orr 
Institute,  a  business  technology  research  organization.  He  is  also 
a  former  member  of  the  National  Research  Council  (NRC)  com¬ 
mittee,  which  has  advised  the  FBI  on  past  technology  projects. 

Tarasiuk  knows  IT’s  role  in  breaking  down  barriers  to  shar- 
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ZT  Systems  delivers  something  different: 
a  unique 

BALANCE 


of  world-class  server  performance  and  cost  advantage 
joined  with  extensive  flexibility  in  delivery  and  support. 

ZT  Systems  combines  the  design  and  manufacturing  prowess  of  a  world-class  server  manufacturer 
with  layers  of  flexibility  to  give  you  the  customized  server  solutions  you  need  fast  -  all  at  very  competitive  prices. 

•  Advanced  high-performance  servers  with  outstanding  reliability. 

•  Platform  customization  that  meets  your  exact  hardware  and  imaging  needs. 

•  Extensive  customized  programs  that  support  your  ever-changing  mission 
without  being  over-engineered. 
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ZT  Systems  1401Ti-84  Twin  Node  Datacenter  Server 
featuring  the  Intel® Xeon®  Processor  5400  Series 
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Efficient. 


Intel,  the  Intel  logo,  Xeon,  and  Xeon  Inside  are  trademarks  or  registered  trademarks  of  Intel  Corporation  in  the  U  S.  and  other  countries. 
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in  2002,  the  CIA  asked  a  focus  group  of  employees  what  they  needed 
to  get  their  jobs  done.  I.T.  CAME  IN  LAST.  Spies,  analysts  and  other 
staffers  knew  IT  was  important  but...they  believed  that  the  IT  services 
they  received  were  insufficient. 


ing  information  is  a  vital  piece  of  the  CIA’s  transformation.  “IT  is 
the  lifeblood  of  this  organization,”  he  says.  “I’m  trying  to  elimi¬ 
nate  the  technology  iron  walls  that  have  existed  in  the  past.” 

Tarasiuk  credits  both  Hayden’s  backing  and  the  credibility 
he’s  earned  in  his  20-plus  years  at  the  CIA  with  paving  the  way 
for  the  IT  changes  he’s  made  so  far.  There’s  more  work  to  be 
done,  however.  “We’re  in  a  transformation,”  he  says.  “It’s  huge, 
but  it’s  only  the  beginning  of  what’s  happening.  ” 

From  the  Cold  War  to  the  War  on  Terror 

To  understand  where  the  CIA  and  its  IT  department  are  going, 
it’s  useful  to  know  where  they’ve  been.  Established  in  1947,  the 
CIA’s  mission  was  to  conduct  clandestine  operations  in  foreign 
nations,  collecting  critical  national  security  information,  then  to 
analyze  and  synthesize  the  data  points  to  deliver  intelligence  to 
the  President,  military  leaders  and  other  top  policy  makers. 

For  most  of  its  existence,  the  CIA  focused  on  spying  on  the 
former  USSR  and  combating  communism.  The  fall  of  the  Soviet 
Union  was  a  cataclysmic  event  for  the  CIA:  The  traditional 
enemy  was  no  more.  As  that  reality  sank  in,  some  in  the  agency 
wondered,  Where  are  we  going  as  an  organization?  Tarasiuk 
recalls.  Downsizing  and  budget  cuts  soon  followed.  “We  got 
hit  really,  really  hard,”  he  says,  “to  the  point  where  our  global 
infrastructure  was  very  fragile.” 

Westbrook  recalls  one  of  those  tough  periods  that  was 
emblematic  of  much  of  the  1990s  and  early  2000s  at  the  CIA. 
From  1996  to  2000,  Westbrook  was  deployed  in  an  analyst  role 
to  the  Balkan  Task  Force,  an  interagency  group  that  worked 
in  concert  with  allied  military  forces.  The  group  collected  and 
interpreted  intelligence  on  terrorist  threats,  terrain  and  infra¬ 
structure  in  Bosnia  using  CIRAS,  the  CIA’s  information  han¬ 
dling  system.  Until  2005,  the  system  lacked  basic  features  such 
as  the  ability  to  distinguish  whether  documents  had  been  read 
or  not,  and  it  assumed  that  analysts  read  everything  in  sequence 
and  chronologically,  Westbrook  says.  Its  search  and  networking 
capabilities  were  primitive  in  2005. 

“I  watched  analysts  struggle  to  do  simple  things,  to  get  access 
to  information  that  they  needed  or  to  communicate,”  Westbrook 
says.  “I  became  convinced  that  IT  was  a  critical  element  to  sup¬ 
port  analysis,  and  I  was  convinced  that  we  were  not  on  the  right 
path.  We  can’t  get  the  work  done  without  good  IT.” 

The  consequences  of  bad  intel  can  be  deadly.  Published  state¬ 
ments  and  news  reports  show  that  the  1999  U.S.  bombing  of  the 
Chinese  embassy  in  Belgrade,  Serbia,  during  the  Kosovo  War, 
which  killed  three  and  injured  20,  occurred,  in  part,  because  CIA 
officers  targeted  what  they  thought  was  a  Yugoslav  Army  ware¬ 
house.  The  data  was  based  on  outdated  maps,  and  others  failed  to 


catch  the  mistake  before  the  proposal  was  passed  to  the  military. 

Creating  a  21st-Century 
IT  Department  on  the  Fly 

The  CIA  wasn’t  alone  in  its  data-sharing  and  technology  woes  in 
the  1990s,  even  as  new  threats  to  national  security  emerged.  “The 
intelligence  community  struggled  throughout  the  1990s  and  up 
to  9/11  to  collect  intelligence  on  and  analyze  the  phenomenon  of 
transnational  terrorism,”  notes  the  9/11  Commission  report.  “The 
combination  of  an  overwhelming  number  of  priorities,  flat  bud¬ 
gets,  an  outmoded  structure  and  bureaucratic  rivalries  resulted 
in  an  insufficient  response  to  this  new  challenge.” 

But  all  that  changed  at  8:46  a.m.  on  Sept.  11, 2001. 

The  terrorist  attacks  on  the  United  States  and  resultant  global 
war  on  terror  changed  everything  at  the  CIA,  especially  IT.  “It 
renewed  focus  on  a  mission,”  says  Tarasiuk,  a  senior  man¬ 
ager  in  the  CIA’s  IT  infrastructure  organization  at  the  time  of 
the  attacks.  “The  global  war  on  terror  became  the  agenda  for 
the  agency.” 

For  IT,  the  pressure  unleashed  by  the  attacks  was  intense. 
“Immediately,  it  was:  Do  all  we  can,  with  whatever  we  have  on 
the  shelves,  get  our  systems  together,  extend  the  infrastructure 
to  the  best  we  can  and  find  creative  ways  of  partnering  with  oth¬ 
ers  just  to  make  the  mission  happen  until  we  could  get  enough 
money  in  here  to  start  rebuilding,”  Tarasiuk  says. 

Infrastructure,  storage,  bandwidth,  server,  application  and 
staffing  requirements  skyrocketed.  Tarasiuk  contends  that,  due 
to  the  underfunding  and  downsizing,  IT  “didn’t  really  have  a 
well-organized  plan”  to  deal  with  the  new  demands.  For  example, 
he  says  there  simply  wasn’t  time  to  determine  the  best  enterprise 
architecture  strategy  for  the  CIA’s  new  systems.  “We  just  had  to— 
not  a  negative  term— slap  things  together  and  get  them  going.” 

In  2002,  the  CIA  asked  a  focus  group  of  employees  what  they 
needed  to  get  their  jobs  done  and  to  rank  their  satisfaction  with 
each  of  the  items.  IT  came  in  last,  Westbrook  says.  Spies,  analysts 
and  other  staffers  knew  IT  was  important  because  it  appeared 
on  the  list  of  things  they  needed  to  get  their  jobs  done;  but  they 
believed  that  the  IT  services  they  received  were  insufficient. 

Mission:  Transform  IT  From  Within 

A1  Tarasiuk’s  appointment  as  CIO  took  place  on  Oct.  1,  2005 
(former  Director  Porter  Goss  appointed  him).  In  his  first  year, 
however,  he  was  seemingly  handcuffed.  “I  had  ideas  [about 
transforming  IT]  when  I  first  became  CIO,”  he  says,  “but  the 
environment  wasn’t  aligned  in  a  way  where  I  could  launch  on 
these  ideas.” 

All  that  changed  when  CIA  Director  Hayden  arrived  in 
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Get  secure. 

Get  compliant.  mm 

Then  buckle  up  and  get  ready  for  some 


Once  your  IT  security  is  doing  everything  you  expect  it  to,  have  it  do  something  no  one  would  ever  expect:  Make  your 
company  more  efficient,  more  flexible  and  more  competitive  than  ever  before.  CA's  approach  to  IT  security  centralizes 
Identity  and  Access  Management  (1AM).  That  means  you  can  deploy  applications  faster  and  more  securely  to  capitalize  on 
market  opportunities.  And  with  best-in-class  modularity,  scalability  and  integration,  CA  security  solutions  enable  growth. 
To  learn  more  about  the  full  potential  of  IT  security,  download  the  latest  white  paper  at  ca.com/secure. 
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About  Enterprise  Wikis 

Officials  offer  three  best  practices 

The  CIA’s  inteilipedia,  built  on  wiki  technology,  is  a  central  repository  where 
the  nation’s  intelligence  community  collaborates  on  key  topics  and  challenges. 
Two  officials  who  have  championed  the  technology  are  Sean  Dennehy,  the  CIA’s 
Inteilipedia  Evangelist,  and  Don  Burke,  whose  title  is  Inteilipedia  Doyen.  The  two 
shared  some  of  their  best  practices  at  the  Enterprise  2.0  conference  in  June. 

Establish  access  controls  about  who  views  and  who  edits 
information  on  a  wiki.  With  inteilipedia,  for  instance,  there  are  three  different 
versions:  One  is  viewable  by  most  agency  employees,  another  is  secret  and  a 
third  is  top  secret.  Within  each  version,  some  employees  have  editing  or  writing 
access  while  others  only  are  allowed  to  view,  based  on  their  security  clearance. 

The  beauty  of  the  wiki  model,  Dennehy  says,  is  that  ail  edits  can  be  easily 
tracked  and  made  available  in  version  history.  “We're  often  asked  in  the  intel¬ 
ligence  community,  What  did  you  know  and  when  did  you  know  it?"  Dennehy 
says.  “We’re  not  dealing  with  facts;  we’re  dealing  with  puzzles  and  mysteries,  if 
we  get  something  up,  we  can  debate  it  and  talk  about  what  to  do.  We  can  have  a 
page  that  says  analysts  believe  X  and  some  believe  Y,  and  we  make  that  trans¬ 
parent  so  people  can  look  at  what  documentation  supports  what  viewpoints.” 

Burke  says  implementing  social  software  is  more  of  a  cultural 
challenge  than  a  technical  one.  Many  U.S.  intelligence  agencies  held  their 
own  data  and  didn’t  share  it  with  one  another,  so  changing  that  paradigm  can 
be  difficult,  he  says.  So,  it’s  important  to  start  small.  At  the  CIA,  the  first  wiki 
page  they  created  was  a  list  of  acronyms.  Since  the  intelligence  community  is 
riddled  with  them,  it  became  a  page  that  people  saw  the  value  of  and  were  will¬ 
ing  to  update.  “It’s  very  simple,  and  it  gets  people  who  are  uncomfortable  with 
the  tools  to  quickly  make  an  edit  and  publish  it,”  Dennehy  says. 

.  In  order  to  change  the 

tools  people  use  to  consume  and  disseminate  enterprise  content,  first  show 
that  you  aren’t  making  more  work  for  th||n.  If  you  find  an  employee  who  typi¬ 
cally  publishes  information  by  e-mailing  50  coworkers,  encourage  him  to  use 
a  wiki  or  an  internal  blog  instead.  “Move  processes  out  of  channels  and  onto 
platforms,”  Burke  says." If  we  can  take  those  and  replace  it  with  platform-based 
tools,  we  can  capture  them  on  the  network.”  -C.G,  Lynch 


2006.  Hayden  demanded  that  IT 
become  more  businesslike  via  stron¬ 
ger  governance,  disciplined  project 
management,  greater  data  sharing 
and  openness  to  new  technologies. 

He  pushed  for  greater  business-IT 
alignment. 

“What  we  had  prior  to  that  was 
some  configurations  of  corporate 
[IT  structure],  but  we  didn’t  have  the 
business  side— what  we  call  the  mis¬ 
sion  side— fully  engaged  in  big  deci¬ 
sions  about  how  we  spent  our  money 
on  IT  or  how  we  deal  with  informa¬ 
tion  policies,”  says  Tarasiuk,  whom 
Hayden  realigned  to  a  direct  report. 

“My  role  was  to  do  that.” 

Tarasiuk  created  and  chairs  an 
Information  Governance  Board, 
which  meets  quarterly  to  make  the 
agency’s  big  strategic  IT  decisions. 

Sitting  on  the  board  are  leaders  from 
the  CIA’s  four  divisions:  the  Director¬ 
ate  of  Intelligence  (the  analysis  arm); 
the  National  Clandestine  Service  (the 
spies);  Directorate  of  Science  and 
Technology  (which  is  separate  from  IT 
and  develops  technologies  to  support 
the  mission— think  “Q”  from  James 
Bond  movies);  and  the  Directorate  of 
Support  (HR,  finance,  logistics,  legal 
and  other  back-office  functions). 

Mindful  of  past  problems  around 
who  participated  in  IT  decisions, 

Hayden  “said  to  the  business  leaders, 
the  mission  managers,  ‘You  will  sit  at 
the  table,”’  Tarasiuk  says.  “The  sup¬ 
port  of  the  top  leadership  has  been 
very  important  in  making  sure  that 
board  is  effective.” 

For  example,  Tarasiuk  forged  an 
enterprise  data  layer  strategy  that  lets 
those  who  have  a  need  and  permission 
to  access  CIA  data  to  do  so.  Part  of  the 
strategy  is  IT- related:  service-oriented 
architecture  (SOA)  technology  is  one  key  piece.  The  more  difficult 
part  has  been  process  change.  “We’re  making  corporate  poli¬ 
cies  on  how  data  is  going  to  be  managed,  and  we’re  not  going  to 
allow  little  fiefdoms  anymore,”  he  says,  “where  data  is  managed 
and  protected  and  policy  and  regulations  are  set  by  some  local 
manager  at  the  lowest  levels  of  the  organization.” 

It’s  not  surprising  there’s  been  resistance.  “A  lot  of  things 
are  related  to  turf  and  how  much  you  control,”  Tarasiuk  says. 


“We’re  taking  some  of  that  control  away.  That  makes  it  difficult. 
You  are  pushing  out  a  culture  that  existed  for  many  years.” 

Next  on  Tarasiuk’s  agenda:  Fix  project  management.  West¬ 
brook  says  the  past  process  had  stifling  “control  gates”  and  too 
many  cooks  in  the  kitchen.  “It  became  so  bureaucratic,”  he  says. 
“It  was  not  an  efficient  way  of  getting  the  job  done.” 

Orr,  who  has  studied  government  IT  project  failures,  says 
that  “when  it  comes  to  managing  big  projects,  the  feds  have 


46  SEPTEMBER  1,  2008  |  www.cio.com 


Overpay-the-power-company  friendly 


Riddle:  When  is  an  IP  PBX  communications  solution  "green?" 

Answer:  When  it's  an  application  suite  running  on  a  single  all-in-one  energy-saving  server  - 
which  replaces  about  10  pieces  of  energy-zapping  equipment,  which  soak  up  even  more  energy 
for  a  cooling  system  to  keep  your  server  room  from  becoming  a  sauna. 

The  benefits  begin  with  GREEN. 

Learn  more  about  the  benefit  of  green  in  our  whitepaper  "Environmentally  Friendly  before 
Green" 

Visit  www.inin.com/green  to  download. 
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Business  Transformation 


“I  watched  analysts  struggle  to  do  simple  things. 
I  became  convinced  that  I.T.  WAS  A  CRITICAL 
ELEMENT  TO  SUPPORT  ANALYSIS.  We  can’t 
get  the  work  of  done  without  good  IT.” 

-KEN  WESTBROOK, 
CHIEF  OF  BUSINESS  INFORMATION  STRATEGY 


this  terrible  oversight  problem.  When  anything  goes  wrong, 
they  add  another  oversight  layer.  If  you’ve  got  a  $100  million 
to  $200  million  project,  the  meetings  and  oversight  and  people 
looking  over  your  shoulder  are  staggering.” 

So  Tarasiuk  moved  the  agency  to  an  agile  project  methodology, 
and,  according  to  internal  customer  data,  now  maintains  an  80 
percent  success  rate  in  delivering  applications,  he  says.  IT  has 
streamlined  the  “control  gate”  process  to  more  easily  meet  dead¬ 
lines,  and  now  tracks  deliverables,  deadlines  and  whether  they 
were  met.  “That’s  revolutionized  things,”  says  Westbrook. 

Tarasiuk’s  team  also  delivered  Trident,  a  new  research  and 
analysis  application  for  CIA  analysts  that  links  a  set  of  a  dozen 
or  so  logical  data  repositories,  has  tiered  access  and  single 
access  control  to  all  the  databases.  Trident  debuted  in  2007, 
and  it  manages  the  information  flowing  into  the  agency  so  ana¬ 
lysts  can  organize  and  comb  through  the  intel  most  critical  to 
their  specialty.  It  provides  tools  for  search,  foldering,  knowledge 
management,  sharing,  information  extraction,  link  analysis, 
mapping  and  data  visualization.  “Trident  allows  analysts  to 
spend  less  time  trying  to  find  relevant  information  and  more 
time  analyzing,”  Tarasiuk  notes. 

Of  course,  verifying  the  CIA’s  claims  regarding  the  efficacy  of 
these  changes  is  tough  to  do.  The  Government  Accountability 
Office  (GAO),  the  auditing  watchdog  of  Congress  that  investi¬ 
gates  the  performance  of  the  federal  government,  including  IT 
operations,  has  been  severely  limited  in  its  oversight  of  the  CIA 
and  other  intelligence  agencies. 

“We  do  not  at  this  time  have  any  work  looking  at  the  CIA’s  IT 
transformation  initiative,”  says  Davi  M.  DAgostino,  the  GAO’s 
director  of  defense  capabilities  and  management.  “It  is  possible  that 
GAO  may  be  asked  to  do  such  work  at  some  time  in  the  future.” 

As  Orr  sees  it,  outside  inspection  of  the  CIA  isn’t  likely  to  happen 
soon.  “Secrecy  makes  it  hard  to  really  know  what’s  going  on,”  he 
says,  “but  you  cannot  remove  the  secrecy  from  the  organization.” 

The  CIO’s  Balancing  Act 

Back  in  Tarasiuk’s  office,  he  looks  across  the  edge  of  a  conference 
table  and  says,  matter  of  factly,  “You  know,  one  of  the  things  we  do 
here  is  we  commit  espionage.  That’s  the  business  we’re  in.”  The 
blandness  of  his  delivery  belies  the  statement’s  heft:  At  the  end 
of  the  day,  his  business  is  so  atypical,  his  customer  set  so  unique, 
his  data  so  sensitive  and  his  security  requirements  so  exceptional 
that  his  job  stands  apart  from  most  CIOs. 

His  day-to-day  job  is  one  big  balancing  act:  weighing  the 


need  to  absolutely  protect  the  CIA’s 
information  and  the  need  to  share 
it.  So  as  he  goes  about  serving  his 
customers,  he  must  deal  with  some¬ 
times  conflicting  infrastructural  and 
application  demands.  He  relies  on  the 
Information  Governance  Board  and 
the  enterprise  data  layer  process,  but 
“it’s  a  hard  place  to  be,”  he  says  of  his 
role.  “You  never  make  anybody  happy.” 

For  example,  there  has  long  been  tension  between  the  collec¬ 
tors  of  information  (“ops”  or  clandestine  personnel)  and  the  ana¬ 
lysts  who  try  to  make  sense  of  it.  “The  CIA  has  never  been  able 
to  get  their  ops  guys  to  talk  to  the  analytic  guys,  because  the  ops 
guys  basically  know  that  if  the  data  and  names  get  out,  people 
die,”  Orr  says.  “They  guard  their  information  very  closely,  and 
the  analytic  guys  want  to  make  everything  public  in  the  com¬ 
munity.  That  tension  is  there  across  the  board.” 

One  of  the  CIA’s  clandestine  officers,  who  works  closely  with 
Tarasiuk,  describes  the  CIO  role  as  one  that  has  to  satisfy  typical 
CIO  obligations— such  as  delivering  appropriate  applications 
to  make  users  more  efficient— but  with  one  big  catch.  “Here’s 
the  rub.  He  can  bring  all  the  efficiencies  here,  but  [it’s  difficult] 
because  of  our  unique  security  requirements,”  says  the  senior 
national  clandestine  service  officer,  who  declined  to  be  identi¬ 
fied,  citing  his  active  duty  status  at  the  agency.  “I  care  about:  1. 
Security.  2.  Functionality.  3.  Efficiency.” 

The  senior  officer  describes  the  “very  personal,  very  human” 
nature  of  the  clandestine  organization,  which  illustrates  the  IT 
disconnects  inherent  in  the  CIA’s  history.  People  and  personal 
relationships  took  precedence  over  business  processes  and  tech¬ 
nology.  “Twenty  years  ago,  if  you  didn’t  want  to  use  technology, 
you  didn’t  [have  to],”  he  says.  Now,  “it’s  nearly  everything  we 
do.”  He  says  CIA  officers  like  himself  realize  technology  appli¬ 
cations  have  the  ability  to  free  up  ops  people  to  do  more  of  the 
personal  work— but  only  to  a  degree.  “Technology  can  only  get 
you  so  far,”  he  says.  “Information  sharing  is  critical,  but  at  the 
same  time,  we  need  to  have  some  ‘cylinders  of  excellence.’” 

So  the  CIA’s  CIO  is  always  in  the  middle  of  the  risk- reward 
quandary.  For  Tarasiuk,  the  question  remains:  “What  do  I  bal¬ 
ance  here?  It’s  not  a  one-size-fits  all,  and  it’s  not  one  solution.” 

Enable  Collaboration 

With  the  Intelligence  Community 

As  part  of  the  DNI,  the  CIA  is  required  to  share  intelligence  with 
other  members  such  as  the  FBI,  the  Pentagon’s  Defense  Intelli¬ 
gence  Agency,  the  National  Security  Agency,  the  National  Recon¬ 
naissance  Office  and  the  National  Geospatial-Intelligence  Agency. 
Tarasiuk  meets  with  the  CIOs  of  those  agencies  regularly  to  talk 
about  building  out  the  “connectivity  tissue”  to  each  other  as  well 
as  how  to  “entice  people  to  play”  and  share  information. 

One  of  the  CIA’s  successes  on  this  front  is  Intellipedia,  intro¬ 
duced  in  2006.  This  wiki-like  tool  allows  analysts  in  all  16  DNI 
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in  the  Data  Center 
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"■B  Today’s  IT  department  can’t  afford  to  waste 
■ "  its  tight  budget  on  basic  tasks  instead  of 

innovation.  Businesses  today  realize  that  data 
center  automation  is  vital  to  improved  efficiency 
and  greater  cost  savings.  In  an  economy  where 
every  dollar  counts,  centralizing  and  automating 
various  data  center  processes  may  be  the  deciding 
factor  between  achieving  key  strategic  goals  and 
merely  running  in  place. 

Yet  many  companies  consider  the  task  more  challenging 
than  it  actually  is.  “With  new  technology  that  captures 
details  of  how  data  center  processes  themselves  are 
changing,  we  can  automate  processes  that  previously 
weren’t  possible,  thus  making  it  easier  to  apply  best 
practices  consistently,”  says  Venkat  Devraj,  chief  tech¬ 
nology  officer  at  Denver,  Colo.-based  Stratavia  Corp. 

A  recent  survey  by  IDG  Research  Services,  in  conjunc¬ 
tion  with  CIO  Custom  Solutions  Group,  reveals  the 
high  expectations  most  companies  have  of  data  center 
animation  and  suggests  what  they  need  to  do  in  order 
to  implement  it  well. 

Great  Expectations  and  Untapped  Potential 
The  survey  revealed  a  vast  gap  between  expectations 
and  implementation.  The  majority  of  respondents  ex¬ 
pect  that  automating  their  data  centers  will  improve  effi¬ 
ciency,  increase  availability  and  uptime,  facilitate  compli¬ 
ance  with  standards  and  policies,  increase  productivity, 
reduce  the  opportunity  for  human  error,  and  cut  opera¬ 
tional  costs.  They  also  consider  automation  key  to  faster 
adoption  of  strategic  technologies  such  as  virtualization 
and  easier  management  of  offshore  locations. 


I 


Tech  decision¬ 
makers  speak 
out  about 
data  center 
automation: 

77  percent  say  data 
center  automation 
is  “critical”  or  “very 
important”  to  their 
ability  to  achieve 
key  business  goals. 

44  percent  say  the 
majority  of  process¬ 
es  in  their  data  cen¬ 
ter  are  automated 
and  under  central¬ 
ized  governance. 


35  percent  believe 
they  are  “very  effec¬ 
tive”  or  “effective” 
at  adhering  to  docu¬ 
mented  standards 
and  best  practices 
for  IT  procedures. 


“Companies  know  automation  will  let  them  apply  best 
practices  consistently  to  regularly  scheduled  tasks 
and  known  problems  so  that  experienced  staffers  can 
spend  their  time  on  things  that  require  creativity  and 
innovation,"  Devraj  says. 

Yet  while  more  than  three-quarters  of  respondents 
identify  automation  as  a  vital  part  of  their  strategic  IT 
planning,  the  vast  majority  have  automated  only  a  few 
processes.  Two-thirds  have  automated  the  critical  task 
of  backup  and  recovery,  while  just  half  have  auto¬ 
mated  network  management,  server  administration, 
and/or  patch  management.  As  they  try  to  automate 


other  processes  and  tasks,  many  organizations  report 
they  struggle  with  performing  root-cause  analysis  for 
common  problems.  As  a  result,  unsurprisingly,  most 
companies  say  that  while  they  aspire  to  greater  data 
center  automation,  they  lack  a  cohesive  or  structured 
plan  to  move  forward. 


Making  Automation  Easier 
Overwhelmingly,  enterprises  reported  they  would 
prefer  to  minimize  demands  on  their  internal  IT  staff 
by  handing  off  the  burden  of  deploying  and  manag¬ 
ing  data  center  automation  to  a  vendor  experienced  in 
delivering  end-to-end  managed  services.  The  majority 
also  say  they  want  to  minimize  the  total  cost  of  owner¬ 
ship,  something  they  can  best  do  with  a  vendor-neu¬ 
tral,  platform-neutral  solution  with  preconfigured,  cus¬ 
tomizable  rules  and  events  that  link  to  workflow  and 
capture  changes  in  the  environment  at  pre-approved 
decision  points.  The  solution  that  best  addresses  their 
needs  is  IT  process  automation,  also  known  as  next- 
generation  run-book  automation. 

The  results  amply  fulfill  survey  respondents'  high 
expectations.  Roughly  half  say  automation  has  led  to 
significant  improvements  in  availability,  uptime,  and 
efficiency.  Well  over  40  percent  reported  extremely 
or  very  effective  results  in  improved  compliance, 
standards  and  policy  enforcement,  and/or  reduc¬ 
tion  in  human  error.  A  significant  number  also  cited 
improved  ROI  on  existing  investments,  bettered  ability 
to  respond  to  changing  business  demands,  reduced  IT 
complexity,  accelerated  adoption  of  new  technologies, 
and  cost  savings  in  offshore  locations. 

“When  all  the  information  that  could  change  in  the 
workflow  is  modeled  ahead  of  time,  you  get  consistent, 
standard  responses  to  most  possible  changes,  which  is 
the  very  reason  CIOs  are  pursuing  data  center  automa¬ 
tion  in  the  first  place,”  says  Devraj. 


Find  out  how  IT  process  automation  can  free  your  IT 
staff  to  focus  on  creative  problem  solving.  Go  to  www. 
cio.com/whitepapers/automation  for  the  full  research 
report  and  survey  results. 
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STOP  TALKING  START  DOING 


-v.  to  stir  or  stimulate  to  action; 
to  free  colleagues  from  the  status  quo. 


Now  more  than  ever,  CIOs  are  driving  change  -  change  that 
encompasses  innovation,  global  integration,  evolving  business 
models  and  corporate  social  responsibility.  CEOs  are  turning  to 
them  to  be  the  catalysts  for  safe  and  smooth  change  management. 
The  2008  Global  CEO  Study:  Implications  for  the  CIO  draws 
on  five  key  insights  from  1,130  CEOs  and  business  leaders*  about 
new  ways  to  bring  business  and  IT  together.  Insights  that  let  you 
put  opportunities  into  action. 

DOWNLOAD  THE  WHITEPAPER  AT  IBM.COM/D0ING/CI01 
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Business  Transformation 


organizations  to  share  Web-based  informa¬ 
tion  on  critical  topics  and  to  search  for  intel 
expertise  on  a  wide  range  of  subjects  (See 
“What  the  CIA  Learned  About  Enterprise 
Wikis,”  Page  46).  It’s  also  a  mechanism  to 
capture  knowledge  from  retiring  baby  boom¬ 
ers.  But  unlike  Wikipedia,  there  is  no  anonymity:  Those  in  the 
intel  community  are  authenticated  onto  the  system  and  quality 
control  is  high.  So  far,  there  are  more  than  40,000  registered 
users  who  have  made  1.8  million  page  edits  to  over  300,000 
pages  in  the  system.  Still,  not  everyone  within  the  DNI  has 
embraced  Intellipedia,  and  the  difficulties  of  the  change,  note 
CIA  officials,  have  been  more  cultural  than  technological  due 
to  long-standing  interagency  rivalries. 

Other  efforts  rolled  out  or  revamped  within  the  past  year  show 
that  the  CIA’s  IT  department  is  opening  up  the  network  connec¬ 
tions  to  other  agencies  and  offering  more  “product,”  as  Tarasiuk 
terms  it.  CIA  Wire,  for  example,  is  a  communications  conduit 
the  agency  uses  to  disseminate  its  intelligence  (through  private 
networks)  to  the  Joint  Worldwide  Intelligence  Communications 
System  and  the  Department  of  Defense’s  secret-level  network 
called  SIPRNet  (or  Secret  Internet  Protocol  Router  Network). 
“We  now  have  a  single  agency-branded  presence  on  those  two 
sites,  and  that’s  how  we  disseminate— very  much  like  a  news 
outlet— fresh  information,  managed  content  and  also  some  of  our 
traditionally  disseminated  products,”  Tarasiuk  says.  “It’s  a  huge 
deal  for  us.”  Users  can  click  on  categories  that  contain  intelligence 
and  analysis  on  specific  regions,  such  as  Southeast  Asia. 

The  CIA  also  is  supporting  grassroots  Web-driven  efforts 
that  are  sprouting  up  inside  the  intel  community.  For  instance, 
the  CIA  funded  and  provided  the  networking  capabilities  for 
Samizdat,  a  collaboration  among  the  intelligence  community 
analysts  who  follow  Russian  affairs.  The  website  incorporates 
Web  2.0  technologies  such  as  blogs  and  wikis,  breaking  news 
intel  and  video.  Westbrook  notes  that  the  idea  that  bubbled  up 
from  the  larger  analyst  community  was  funded  from  a  special 
CIA  budget  for  such  things  and  moved  forward  quickly  by 
using  agile  development  methods.  “We  put  the  analysts  in  a 
room  with  the  developers  to  work  this  out,”  he  says. 

Westbrook  expects  more  user-driven  efforts  like  it  in  the 
future,  similar  to  what  private-sector  businesses  are  seeing 
—the  growing  adoption  of  consumer-driven  applications  and 
tools  from  outside  of  IT.  That  may  be  easier  said  than  done: 
In  CIO’s  annual  consumer  technology  survey,  for  instance,  54 
percent  of  IT  leaders  deemed  consumer  applications  “inappro¬ 
priate  for  corporate  use”  despite  their  widespread  acceptance 
by  younger  workers. 

The  technology  expectations  from  the  _ _ 

CIA’s  own  influx  of  under-30  staffers  has 
not  always  synched  to  its  stringent  security 
needs.  In  some  cases,  they  expect  “IT  to  be 
very  much  what  they  see  on  the  outside 
before  they  drive  through  the  gate,”  Tarasiuk 


“IT  is  the  lifeblood  of  this  organization. 

I’m  trying  to  eliminate  the  TECHNOLOGY 
IRON  WALLS  that  have  existed  in  the  past.” 

-AL  TARASIUK,  CIA  CIO 


says,  “and  some  have  been  disappointed.” 

According  to  government  watchers,  the  CIA  and  other 
intel  agencies  with  strict  security  policies  will  only  hear  more 
about  the  necessity  of  Web  2.0  and  Google-like  features  in  their 
applications  as  government  collaboration  is  linked  even  more 
to  information-sharing  successes. 

When  I  look  across  the  16  intelligence  agencies,  and  the  DNI 
is  included  in  that  bucket,  and  I  see  the  way  they’re  beginning  to 
embrace  new  tools  to  communicate  across  these  organizations,” 
NAPA’s  Trudeau  says.  “My  belief  is  that  does  not  weaken  any 
one  organization.  I  think  it  strengthens  all  of  them.” 

The  Constancy  of  Change 

Tarasiuk  has  driven  change  inside  the  CIA’s  IT  operations  and 
won  notice  for  his  efforts.  But  that  is  not  to  say  everything  now  is 
perfect— or  close  to  finished.  And  more  change  is  on  the  way:  On 
Jan.  20, 2009,  a  new  president  takes  the  oath  of  office.  Only  time 
will  tell  in  which  direction  he  will  choose  to  take  the  nation— 
and  the  intelligence  community. 

“It  doesn’t  get  any  easier  when  there’s  a  change  of  adminis¬ 
tration,”  Orr  says.  “It’s  not  a  bad  time  to  finish  things,  but  it’s  a 
really  hard  to  time  to  start  things.” 

The  CIA’s  new  business-IT  alignment  has  been  an  important 
undertaking  for  the  spy  agency.  “We’re  still  working  on  it;  it’s  not 
perfect,”  says  Westbrook.  “But  we’ve  come  a  long,  long  way.” 

As  for  the  future,  Tarasiuk  worries  about  a  looming  budget 
downturn  for  the  CIA  and  about  maintaining  the  same  level  of 
service  and  delivery  that  everyone  now  expects.  There  is  still  a  war 
going  on  and  a  terrorist  threat  that  is  still,  as  described  by  the  9/11 
Commission,  “sophisticated,  patient,  disciplined  and  lethal.” 

Back  in  his  office,  splayed  in  front  of  Tarasiuk  on  a  conference 
table,  are  glossy,  government-issued  strategic  road  maps.  He 
touches  the  booklets:  Na  tional  Strategy  for  Information  Sharing, 
courtesy  of  the  President  in  Oct.  2007;  United  States  Intelligence 
Community  Information  Sharing  Strategy,  from  the  director  of 
national  intelligence’s  office  in  Feb.  2008;  and  Strategic  Intent: 
200 7-2 01 1 ,  the  CIA’s  five-year  road  map .  Last  is  Ms  own  contribu¬ 
tion:  CIA  Enterprise  IT  Strategic  Plan:  2007-2011. 

“All  this  means  change.  This  is  huge  change  for  us.  OK?”  Tara¬ 
siuk  says.  “But  we’re  doing  a  lot  of  things  as  a  government  to  make 
sure  that  we  don’t  have  another  incident,  at  least  not  one  that’s 
attributable  to  a  lack  of  sharing  data.”  BE] 


KM  at  the  CIA 


Read  about  the  CIA’s  past  KNOWLEDGE 
MANAGEMENT  efforts  at  www.cio.com/ 
article/438655. 

cio.com 


Senior  Editor  Thomas  Wailgum  can  be  reached 
at  twailgum@cio.com.  To  read  a  longer  version 
of  this  story  or  to  comment,  go  to  www.cio.com/ 
article/441116. 
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LOST  IN  THE  CHANGING  DATA 

[47°/o] 

Senior  IT  managers  at  large  companies  who  name  the  changing  culture 
around  managing  data  as  their  top  challenge  for  organizing  information 
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WHAT  RISK? 

[60°/o] 

Companies  with  global  supply  chains 
that  do  not  have  a  forma!  risk 
assessment  process,  despite 
high  security  concerns 

Aberdeen 

1 
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Signing  up  for  SaaS 

[90%] 

E-commerce  sites  that  will 
subscribe  to  at  least  one 

SaaS  service  by  2013 

Gartner 
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THIRD-PARTY'S  OVER 

f 

To  contain  costs,  30  percent  of  executives  would  cut  their  on-site  third-party 
service  provider  staff  for  application-related  development  or  maintenance  work. 

Another  12  percent  would  cut  offshore  third-party  service  providers. 

Goldman  Sachs. 

) 

E-mail  Excess 

Business  users  spend 

19% 

of  their  workday, 

or  close  to  2  hours,  on 

managing  e-mail. 

Radicati  Group 

U - : _ 1 

r  - -  - - -  -  - 

HESITANT  TO  IMPLEMENT 
Without  an  understanding 
of  their  ROI,  28%  of  executives 
say  their  companies  won’t  use  Web  2.0  tools. 

McKinsey 
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